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AN 


IN Q U I R Y 


..INTO THE 


NATURE AND CAUSES 

OP THE 

WEALTH OF NATIONS. 


», 



BOOK 


Of the Nature , Accumulation , and Em- 
ployment of Stock. 

♦ t 

> * f A > - < ^ 

INTRODUCTION. 

T • ' ^ 

X N that rode Bate’ of fociety in which there is no 
•divificm' of labor , in which exchanges are feldom 
xnade^and in which every man provides every thing 
•for himfelf, it is not neceffary that any Bock fliould 
be accumulated or Bored up beforehand in- order 
TO Carry on the bnfinefs of the fociety. Every man 
endeavours to fupplyby his own induBry his own 
occafional wants as they occur. When he is hung- 
ry, he goes to the foreB to hunt; w^hen his coat 
is worn out, he clothes himfelf with the Ikin of 
the BrB large animal he kills ; and when his hut 
begins- to go to ruin, he repairsdt , as well as he 
can , with the trees and the turf that are neareB it^ 
W* of N, 2 1 
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9 THE NATURE AND CAUSES OP 

But when the divifion of labor ha§ once been 
thoroughly introduced, the produce of a man’s own 
labor can fupply but a very fmall part of his occa- 
sional wants. The far greater part of them are fup- 
plied by the produce of other men’s labor, which 
he purchafes with the produce, or, what is the 
fame thing , with the price of the produce of his 
own. But this purchafe cannot be made till fuch 
time as the produce of his own labor has not only 
been completed , but fold. A flock of goods of 
different kinds, therefore, mufl.be flored up fome- 
where fufficient to maintain him, and to fupply 
him with' the materials and' tools of his work till 
fuch time , at leaft , as both thefe events can be 
brought about. A weaver cannot apply 'himfelf 
entirely to his peculiar bufinefs , unlefs there is 
beforehand ftored up fomewhere , either in his 
own pofleflion or. in that of fome other perfon , a 
flock fufficient to maintain him , and to fupply 
him with the materials and tools of his' work , till 
he has not only completed , but fold , his i web. 
This accumulation muft , evidently , i be! previous 
to his applying his.induflry ;for fo long' a time tb 
fuch a peculiar bufinefs. 

, * As the accumulation offlock muft, in the nature 
^pf things, be previous to the divifion of labor, fo 
labor can be more and more fubdivided in propor- 
tion only as flock is previoufly more and more ac- 
cumulated. The quantity of materials which the 
fame number of people can work up ^ iricreafes in 
a great .proportion as labor comes to be more and 
more fubdivided ; and as the operations of each 
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workman are gradually reduced to a greater degree 
of fimplicity , a variety of new machines Come to 
be invented for facilitating and abridging thofe 
operations. As the divifion of labor advances, 
therefore , in order to give conftant employment 
to an equal number of workmen , an equal Hock 
of provifions, and a greater Hock of materials and 
tools than what would have been necefiary in a 
ruder ftate of things , muft be accumulated before- , 
hand. But the number of workmen in every 
branch of bufinefs generally increafes with the 
divifion of labor in that branch , or rather it w 
the increafe of their number which enables them 
clafs and fubdivide themfelves in this manner.' ^ 
As the accumulation of flock is previoufly hecef« 
fary for carrying on this great improvement'-'in 
the productive powers of labor, fo that acCiimta- 
lation naturally leads to this improvement. Thii 
perfon who employs his flock in maintaining labor, 
neceflarily wilhes to employ it 'in fuch a manner’, 
as to produce as great a quantity of world as 
poflible. He endeavours, therefore,’ both to makfe 
among his workmen the moft proper diftributioa 
of employment , and to furnifli thetn with the beft 
machines which he can either invent or afford to 
purchafe. His abilities in' both thefe refpeCls are 
generally in proportion to the extent of his flock, 
or to the number of people whom it can employ. 
The quantity of induftry , therefore, not only in- 
creafes in every country with the increafe of the 
flock which employs it, but, in confequence of 
that increafe , the fame quantity of induflry pro- 
duces a much greater quantity of work. 



4 THE NATURE AND CAUSES OF 

Such are in general the efFe£ls of the increafe of 
Rock upon intiuftry and its produ61ive powers. • 
In the following book I have endeavoured t» 
explain the nature of Rock , the efle£ls of its ac- 
cumulation Jnto capitals of different kinds, and 
the effects of the different employmfents of thofe 
capitals. This book is divided into five chapters. 
In the fiift chapter , I have endeavoured to fliow 
what are the different parts or branches into which 
the flock , either of an individual , or of a great 
ffociety, naturally divides itfelf. Inthefecond; I 
;have endeavoured to explain the nature and ope- 
ration of money confidered as a particular branch 
of the , general ftock of the fociety. The flock 
which ia accumulated into a capital , may either 
:be employed by the perfon to whom it belongs j 
or it may be lent to fome other perfon. In the 
third and fourth chapters, I have endeavoured to 
exatnine the manner in which it operates in both 
thefe fituations. The fifth and laft chapter treats 
of the different effeils which the different employ- 
ments of capital immediately produce upon the 
quantity- both of national induftry, and of the 
annual produce of land and labor. 

, C H A P. I. 

Of the Diyifion of Stock. 

HEN the flock which a man poffeffesisno 
more than fufiicient to maintain him for a few 
.days or a few weeks, he feldom thinks of 
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deriving any revenue from it. He confumes it as 
fparingly as he can, and endeavours by his labor 
to acquire fomething which may fupply its place 
before it be confumed altogether. His revenue 
is , in this cafe , derived from his labor only. 
This is the Hate of the greater part of the laboring 
poor in all countries. 

But when he poflefles flock fufficient to main- 
tain him for months or years, he naturally endea- 
vours to derive a> revenue from the greater part 
of it; referving only fo much for his immediate 
confumption as may maintain him till this re- 
venue begins to come in. His whole flock , 
therefore , is diflinguilhed into two parts. That 
part which , he ejq)e£l8 , is to afford him tliis re- 
venue, is called his capital. The other is that 
which fupplies his immjediate Vonfumption ; and 
which confifls either, firfl, in that portion of his 
whole flock which was originally referved for 
this purpofe; or, fecondly, in his revenue , from 
whatever fource derived , as it gradually comes 
in; or, thirdly, in fuch things as had been pur- 
chafed by either of thefe in former years, and 
which are not yet entirely confumed; fuch as a 
flock of clothes , houfehold furniture , and thd 
like. In one , or other, or all of thefe three 
articles confifls the flock which men commonly 
xeferve for their own immediate confumption. 

There are two different ways in which a capi- 
tal may be employed fo as to yield a revenue or 
profit to its employer. 

.Firfl, it may be employed in raifing, manq- 
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taylor requires no other inftruments of trade but 
a parcel of needles. Thofe of the mailer Ihoc- 
' maker are little , though but a very little , more 
expenfive. Thofe of the weaver rife a good deal 
above thofe of the llioemaker. The far greater 
part of the capital of all fuch mailer artificers , 
however , is circulated , either in the wages of the 
workmen , or in the price of their materials , and 
repaid with a profit by the price of the work. 

In other works a much greater fiied capital is 
required. In a great iron-work, for example, the 
furnace for melting the ore , the forge , the llitt- 
mill, are inftruments of trade which cannot be 
erefled without a very great expenfe. In coal- 
works and mines of every kind , the machinery 
necelTary both for drawing out the water and for 
other purpofes , is frequently ftill more expenfive. 

That part of the capital of the farmer which is 
employed in the inftruments of agriculture is a 
fixed ; that which is employed in the wages and 
maintenance of his laboring fervants , is a circulat- 
ing capital. He makes a profit of the one by keep- 
ing it in his own polfelfion, and of the other by 
parting with it. The price or value of his laboring 
cattle is a fixed capital in the fame manner as that 
of the inftruments of hulbandry : Their maintenance 
is a circulating capital in the fame manner as that 
of the laboring fervants. The farmer makes his 
profit by keeping the laboring cattle, and by 
parting with their maintenance. Both the price 
and the maintenance in the cattle which are bought 
in and fattened, not for labor, butforfale, are 
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a circulating capital. The farmer makes his profit, 
by parting with them. A flock of fiieep or a herd 
of cattle that, in a breeding country, is bought 
in, neither for labor, nor for fale, but in order to 
inake a profit by their wool , by their milk , and 
by their increafe , is a fixed capital. The profit is 
made by keeping them. Their maintenance is a 
circulating capital. The profit is made by parting 
with it; and it comes back with both its own profit, 
and the profit upon the whole price of the cattle , in 
the price of the wool, the milk, and the increafe. 
The whole value of the feed too is properly a fixed 
capital. Though it goes backwards and forwards 
between the ground and the granary, it never 
changes mafters , and therefore does not properly 
circulate. The farmer makes his profit, not by its 
fale , but by its increafe. 

The general flock of any country or fociety is 
the fame with that of all its inhabitants or mem- 
bers, and therefor/ naturally divides itfelf into 
the fame three portions , each of which has a dif- 
tin£l funflion or office. 

The firfl , is that portion which is referved for im- 
mediate confumption, and of which the charaflerif- 
tic is, that it affords no revenue or profit. It confifls in 
the flock of food, clothes, houfehold furniture, &c. 
which have been purchafed by their proper confu- 
mers, but which are not yet entirely confumed. The 
whole flock of mere dwelling-houfes too fubfiflingat 
any one time in their country, make a part of this 
firft portion. The flock that is laid out in a houfe, 
if it is to be the dwelling-houfe of the proprietor> 

(' 
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ceafes from that moment to ferve in the fumflion of 
a capital , or to afford any revenue to its owner. 
A dwelling-houfe, asfuch, contributes nothing to 
the revenue of its inhabitant ; and though it is, no 
doubt, extremely ufeful to him, it is as his clothes and 
houfehold furniture are ufeful to him, which, how- 
■ever, make a part of his expenfe, and not of his re- 
venue. If it is to be let to a tenant forrent, as the houfe 
itfelf can produce nothing, the tenant mull always 
pay the rent out of fome other revenue which he 
derives either from labor, or ftock, or land. Though 
a houfe, therefore, may yield a revenue to its pro- 
prietor, and thereby ferve in the funflion of a 
capital to him , it cannot yield any to the public , 
nor ferve in the fundion of a capital to it, and 
the revenue of tlie whole body of thd people can 
never be in the fmalleft degree increafed by it. 
Clothes, and houfehold furniture, in the fame 
manner, fometimes yield a revenue , and thereby 
ferve in the fundiou of a capital to particular per- 
fons. In countries where mafquerades are common, 
it is a- trade to let out mafquerade dreffes for a night. 
Upholfterers frequently let furniture by the month 
or by the year. Undertakers let the furniture of fune- 
rals by the day and by the week. Many people let 
fumilhed houfes , and get a rent, not only for the ufe 
of the houfe , but for that of the furniture. The 
revenue, however, which is derived from fuch 
things, mull always be ultimately drawn from 
fome other fource of revenue. Of all parts of the 
ftock, either of an individual, or of a fociety', 
referved for immediate confumption , what is laid 
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Out in hoiifes is moft flowly confumed. A (lock of 
clothes may laft feveral years: a ftock of furniture 
half a century or a century: but a flock of houfes, 
well built and properly taken care of, may laft 
many centuries. Though the period of their total 
confumption , however , is more diftant, they are 
ftill as really a flock referved for immediate con- 
furnption as either clothes or houfehold furniture. 

The Second of the three portions into which 
the general flock of the fociety divides itfelf, is 
the fixed capital ; of which the charafleriftic is , 
that it affords a revenue or profit without circu- 
lating or changing mafters. It confifls chiefly of 
the four following articles. 

Firft , of all ufeful machines and inftruments of 
trade which facilitate and abridge labor: 

Secondly , of all thofe profitable buildings which 
are the means of procuring a revenue , not only 
to their proprietor who lets them for a rent , but 
to the perfon who pofTeffes them and pays that rent 
for them ; fuch as Hiops, warehoufes, work houfes, 
farmhoufes, with all their neceffary buildings; 
flables, granaries, &c. Thefe are very different 
from mere dwelling houfes. They are a fort of 
inftruments of trade , and may be confidered in 
the fame light. 

Thirdly, of the improvements of land, of what 
has been profitably laid out in clearing, draining, 
enclofing , manuring , and reducing it into the con- 
dition moft proper for tillage and culture. An im- 
proved farm may very juftly be regarded in the 
fame light as thofe ufeful machines which facilitate 
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and abridge labor, and by means of which, an 
equal circulating capital can afford a much greater 
revenue to its employer. An improved farm is 
equally advantageous and more durable than any 
of thofe machines, frequently requiring no other 
repairs than the mofl profitable application of the 
farmer’s capital employed in cultivating it : 

Fourthly, of the acquired and ufeful abilities of 
all the inhabitants or members of the fociety. The 
acquifition offuch talents, by the maintenance of the 
acquirer during his education, fludy, or appren- 
ticefliip , always cofts a real expenfe , which is a 
capital fixed and realized, as it were, in his per- 
fon. Thofe talents , as they make a part of his 
fortune , fo do they likewife of that of the fociety 
to which he belongs. The improved dexterity of 
a workman may be conlidered in the fame light 
as a machine or inftrument of trade which facilitates 
and abridges labor, and which, though it cofts a 
certain expenfe, repays that expenfe with a profit. 

The Third and laft of the three portions into 
which the general flock of the* fociety naturally 
divides itfelf, is the circulating capital ; of which 
the chara£leriftic is , that it affords a revenue only 
by circulating or changing mailers. It is compofed 
likewife of four parts: 

Firft , of the money by means of which all the 
other three are circulated and diftributed to their 
proper confumers: 

Secondly , of the flock of provifions which are 
in the poffeftion of the butcher , the grazier , the 
farmer, the corn-merchant , the brewer, &c. and 
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from the fale of which they expefl to derive a 
profit : 

Thirdly , of the materials , whether altogether 
rude , or more or lefs manufactured , of clothes , 
furniture, and building, which are not yet made 
up into any of thofe three fhapes , but which re- 
main in the hands of the growers , the manufac- 
turers, the mercers and drapers, the timber- 
merchants, the carpenters and joiners.^ the brick- 
makers, 8cc. 

Fourthly , and laftly , of the work which is 
made up and completed, but which is Rill in the 
hands of the merchant or manufacturer, and not 
yet difpoferl of, or diftributed to the proper con- 
fumers ; fuch as the finiOied work which we fre- 
.quently find ready-made in the ftiops ofthe fmith, 
the cabinet-maker, the goldfmith, the jeweller, 
the china-merchant , &c. The circulating capital 
confiRsin this manner, oftheprovifions, materials, 
and finiffied work of all kinds that are in the 
hands of their refpeClive dealers, and of the 
money that is neceffary for circulating and diflri- 
buting them to thofe who are finally to ufe , o? 
to confume them. 

Of thefe four parts three , provifions , materialsj 
and finilhed work , are , either annually , or in a 
longer or fliorter period , regularly withdrawrv 
from it , and placed either in the fixed capital or 
in the flock referved for immediate confumption. 

Every fixed capital is both originally derived 
from, and requires to be continually fupported 
by a circulating capital. All ufeful machinesi 
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and inftmments of trade axe originally derived 
from a circulating capital , which furnidies the 
materials of which they are made , and the main- 
tenance of the workmen who make them. They 
require too a capital of the fame kind to keep 
them in conftant repair. 

' No fixed capital can yield any revenue but by 
means of a circulating capital. The moft ufeful 
machines and infiruments of trade will produce 
nothing without the circulating capital which af- 
fords the materials they are employed upon, and 
the maintenance of the workmen who employ them. 
Land , however improved, will yield no revenue 
without a circulating capital, which maintains the 
laborers who cultivate and colle£l its produce. 

To maintain and augment the flock which may 
be referved for immediate confumption, is the 
foie end and purpofe both of the fixed and cir- 
culating capitals. It is this dock which feeds , 
clothes , and lodges the people. Their riches or 
poverty depends upon the abundant or fparing 
fupplies which thofe two capitals can afford to the 
flock referved for immediate confumption. 

So great a part of the circulating capital being 
continually withdrawn from it, in order to be 
placed in the other two branches of the general 
flock of the fbciety; it muff in its turn require 
continual fupplies , without which it would fooa 
ceafe to exifl. Thefe fupplies’ are principally drawq 
from three fources , the produce of land, of mines 
and of filheries. Thefe afford continual fupplies of 
provifions and materials, of which part is afterwards 


Digitized by Cockle 


a THE NATURE AND CAUSES OF 

/ 

wronght up into finiilied work, and by which are 
replaced the provifions, materials, and finifhed work 
continually withdrawn from the circulating capital. 
From mines too is drawn what is necelTary for 
maintaining and augmenting that part of it which 
confifts in money. For though , in the ordinary 
courfe of bufinefs, this part is not, like the other 
three , necefiarily withdrawn from it , in order to 
be placed in the other two branches of the general 
Itock of the fociety, it muft, however, like all 
other things , be wafted and worn out at Ipft , 
and fometimes too be either loft or fent abroad , 
and muft, therefore, require continual, though, 
no doubt, much fmaller fupplies. 

Land, mines, and fiftieries, require all both a 
fixed and a circulating capital to cultivate them ; 
and their produce replaces with a profit, not 
only thofe capitals, but all the others in the 
fociety. Thus the farmer annually replaces to 
the manufacturer the provifions whfch he had 
confumed and the materials which he had 
wrought up the year before ; and the manu- 
facturer replaces to the farmer the finiflied wor^ 
which he had wafted and worn out in the fame 
time. This is the real exchange that is annually 
made between thofe two orders of people, though 
it feldom happens that the rude produce of the 
one and the manufactured produce of the other, 
are direCtly bartered For one another; becaufe it 
feldom happens that the farmer fells his corn 
and his cattle , his flax and his wool , to the very 
fame perfon of whom he chufes to purchafe thf 
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clothes , furniture , and inflruments of trade which 
he wants. He fells, therefore, his rude produce 
for money, with which he can purchafe, where- 
ever it is to be had, the manufaflured produce 
he has occafion for. Land even replaces, in part 
at lead, the capitals with which fiflieries and 
mines are cultivated. It is the produce of land 
which draws the fifli from the waters ; and it is 
the produce of the furface of the earth which ex-, 
trails the minerals from its bowels. 

The produce of land , mines , and fiCheries , 
when their natural fertility is equal , is in propor- 
tion to the extent and proper application of the 
capitals employed about them. When the capi- 
tals are equal and equally well applied , it is in 
proportion to their natural fertility. 

. In all countries where there is tolerable fecu- 
rity , every man of common underftanding will 
endeavour to employ whatever ftock he- can 
command in procuring either prefent enjoyment 
or future profit. If it is employed in procuring 
prefent 'enjoyment , it is a dock referved for im- 
mediate confumption. If it is employed in pro- 
curing future profit, it mud procure this profit 
either by daying with him, or by going from 
him. In the one cafe it is a fixed , in the other 
it is a circulating capital. A man mud be per*» 
fe£tiy crazy who, where there is tolerable fecurity, 
does not employ all the dock which he commands^ 
whether it be his own or borrowed of other 
people , in fome one or other of thofe three 
ways. 
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In thofe unfortunate countries , indeed , where 
men are continually afraid of the violence of 
their fuperiors , they frequently bury and conceal 
a great part of their flock, in order to have.it 
always at hand to carry with them to fome place 
of fafety, in cafe of their being threatened with 
any of thofe'difaflers to which they confider them- 
felves as at all times expofed. This is faid to be 
a common praflice in Turkey, in Indoftan, and, 
I believe, in moft other governments of Afia. . It 
feems to have been a common praflice among 
our anceftors during the violence of the feudal 
government. Treafure- trove was in thofe times 
confidered as no contemptible part of the revenue 
of the greatefl fovereigns in Europe. It confifled 
in fuch treafure as was found concealed in the 
earth, and to which no particular perfon. could 
prove any right. This was regarded in thofe timev 
as fo important an objefl, that it was always con- 
fidered as belonging to the fovereign, and neither 
to the finder nor to the proprietor of the land , 
unlefs the right to it had been convey ed to * the 
latter by an exprefs claufe in his charter. It was 
put upon the fame footing with gold and filver 
mines , which , without a fpecial claufe in the 
charter , were never fuppofed to be comprehended 
in the general grant of the lands, though mines 
of lead, copper, tin, and coal were, as things 
of fmaller confequence. 
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OJ Money conjidered as « particular Branch of the 
general Stock of the Society, or of the Expenfe of 
maintaining the National Capital. 

'It has been fhovvn in the firft Book, that the 
price of the greater part of commodities refolves 
itfelf into three parts , of which one pays the wages 
of the labor, another the profits of the ftock, and 
a third the rent of theland which hadbeen employed 
in producing and bringing them to market : that 
there are, indeed, fome commodities of which 
the price is made up of two of thofe parts only , 
the wages of labor, and the profits of Aock : and a 
very few in which it confifts altogether in one, 
the wages of labor: but that the price of every 
commodity neceffarily refolves itfelf into fome one, 
or other , or all of thefe three parts ; every part 
of it which goes neither to rent nor to wages, 
being neceffarily profit to fomebody. 

Since this is the cafe, it has been obferved , 
with regard to every particular commodity, 
taken feparately ; it muff be fo with regard to 
all the commodities which compofe the whole 
annual produce of the land and labor of every 
country, taken complexly. The whole price or 
exchangeable value of that annual produce, muft 
refolve itfelf into the fame three parts , and be 
parcelled out among the differerit inhabitants of 
W. of N. 2. .. a 
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the country , either as the wages of their laboi* 
the profits of their Rock , or the rent of their land. 

* But though the whole value of the annual 
produce of the land and labor of every country 
is thus divided among and conflitutes a revenue 
to its different inhabitants, yet as in the rent of a 
private eftate we dillinguifli between the grofs 
rent and the neat rent, fo may we likewife in 
the revenue of all the inhabitants of a great 
country. , 

The grofs rent of a private eftate compre- 
hends whatever is paid by the farmer; the neat 
rent, what remains free to the landlord, after de- 
ducing the expenfe of management, of repairs^ 
and all other neceffary charges ; or what , with- 
out hurting his eftate, he can afford to place in 
his flock referved for immediate confumption, or 
to fpend upon his table , equipage , the orna- 
ments of his houfe and furniture, his private en- 
joyments and amufements. His real wealth is in 
proportion , not to his grofs, but to his neat rent* 
The grofs revenue of all the inhabitants of a 
great country , comprehends the whole annual 
produce of their land and labor , the neat reve- 
nue, what remains free to them after deducing 
the expenfe of maintaining ; firft , their fixed ; 
and, fecondly, their circulating capital; or what, 
without encroaching upon their capital , they can 
place in their flock referved for immediate con- 
fumption , or fpend upon their fubfiftence , con- 
veniencies, and amufements. Their real wealth 
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too is in proportion j not to their grofs, but to 
their neat revenue. 

The whole expenle of maintaining the fixed 
capital, muft evidently be excluded from the neat 
revenue of the fociety. Neither the materials necet* 
fary for fupporting their ufeful machines and inllru- 
ments of trade, their profitable buildings, &c. nor. 
the produce of the labor necefiary for falhioning 
thofe materials into the proper form , can ever make 
any part of it. The price of that labor may indeed 
make a part of it ; as the workmen fo employed 
may place the whole value of their wages in their 
ftock referved for immediate confumption. But in 
other forts of labor , both the price and the produce 
go to this ftock , the price to that of the workmen ^ 
the produce to that of other people , whofe fubfift- 
ence, conveniencies , and amufements, are aug-» 
mented by the labor of thofe workmen. > . < ^ 

The intention of the fixed capital is to increafe* 
the produflive powers of labor , or to enable the 
fame number of laborers to perform a much greater 
quantity of work. In a farm where all theneceffary 
buildings , fences ^ ‘drains , communications , &c. 
are in the moft perfefl good order, the fame num- 
ber of laborers and laboring cattle will raife a much 
greater produce , than in one of equal extent and 
equally good ground , but not furniflied with, 
equal conveniencies. In manufactures the fame 
number of hands, afiifted with the beft machinery, 
will work up a much greater quantity of goods 
than with more imperfect inftruments of trade. The 
expenle \vhich is properly laid out upon a fixed 
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capital of any kind , is always repaid with great 
profit, and increafes the annual produce by a much 
greater value than that of the fupport whicli fuch 
improvements require. This fupport, however, ftill 
requires a certain portion of that produce. A certain 
quantity of materials , and the labor of a certain 
number of workmen, both of which might have 
been immediately employed to augment the food, 
clothing and lodging, the fubfiftence and conveni- 
cncies of the fociety , are thus diverted to another 
employment, highly advantageous indeed, but ftill 
different from this one. It is upon this account that 
all fuch improvements in mechanics , as enable the 
fame number of workmen to perform an equal 
quantity of work, with cheaper and fimpler ma- 
chinery than had been ufual before, are always 
regarded as advantageous to every fociety. A 
certain quantity of materials , and the labor of a 
certain number of workmen, which had before been 
employed in fupporting a more complex and ex- 
penfive machinery , can afterwards be applied to 
augment the quantity of work which that or any 
other machinery is ufeful only for performing. 
The undertaker of fome great manufaiHory who 
employs a thoufand a-year in the maintenance of his 
machinery, if he can reduce this expenfe to five 
hundred , will naturally employ the other five hun- 
dred in purchafing an additional quantity of mate- 
rials to be wrought up by an additional number of 
workmen. The quantity of that work, therefore, 
which his machinery was ufeful only for per- 
forming, will naturally be augmented, and with 
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jt all the advantage and conveniency which the 
fociety can derive from that work. 

The expenfe of maintaining the fixed capital 
in a great country, may very properly be com-» 
pared to that of repairs in a private eftate. The 
expenfe of repairs may frequently be neceffary 
for fupporting the produce of the eftate, and 
confequently both the grofs and the neat rent of 
the landlord. When by a more proper direflion, 
however, it can be diminifiied without occafioning 
any diminution of produce , the grofs rent remains 
at leaft the fame as before ^ and the neat rent is 
neceflarily augmented. 

But though the whole expenfe of maintaining 
the fixed capital is thus neceffarily excluded 
from the neat revenue of the fociety, it is not th® 
fame cafe with that of maintaining the circulating 
capital. Of the four parts of which this 
latter capital is com^ofed, money, provifions, 
materials, and finiflied work, the' three laft, it 
has already been obferved, are regularly with- 
drawn from it, and placed either in the fixed 
capital of the fociety , or in their ftdek referved 
for immediate confumption. Whatever portion 
of thofe confumable goods is not employed in 
maintaining the former, goes all to the latter, 
and makes a part of the neat revenue of the fo- 
ciety. The maintenance of thofe three parts of 
the circulating capital, therefore, withdraws no 
portion of the annual produce from the neat re- 
venue of the fociety, befides what is neceffary 
‘ for maintaining the fixed capital: 
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The circnlating capital of a fociety is in thia 
rcfpefl different from that of an individual. That 
cf an individual is totally excluded from making 
any part of his neat revenue. Which mufl confift 
altogether in his profits. But though the circulating 
capital of every individual makes a part of that of 
the fociety to which he belongs , it is not upon that 
account totally excluded from making a part like- 
wife of their neat revenue. Though the whole 
. goods in a merchant's (hop muft by no means be 
placed in his own flock referved for immediate 
confumption, they may in that of other people, 
who , from a revenue derived from other funds , 
may regularly replace their value to him , together 
with its profits, without occafioning any diminution 
either of his capital or of theirs. 

Money , therefore , is the only part of the 
circulating capital of a fociety , of which the 
maintenance can occafion any diminution in their 
neat revenue. 

The fixed capital, and that part of the circu- 
lating capital which Nconfifts in money, fo far as 
they affefl the revenue of the fociety , bear a very 
great refemblance to one another. 

Firfl, as thofe machines and inflruments of 
trade, &c. require a certain expenfe, firfl to eredl 
them ^ and afterwards to Tupport them, both 
which expenfes , though they make a part of the 
grofs, are deduflions from the neat revenue of 
* the fociety ; fo the flock of money which circu- 
lates in any country mufl require a certain expenfe, 
firfl to cglledl it, and afterwards to fupport 
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it , both which expenfes , though they make a 
part of the grofs, are, in the fame manner, 
deduflions from the neat revenue of the fociety. 
A certain quantity of very valuable materials, gold 
and filver, and of very curious labor, inftead of 
augmenting the (lock referved for immediate con- 
fumption,thefubfiftence,conveniencies,and arnufe- 
ments of individuals, is employed in fupporting 
that great but expenfive inftrument of commerce, 
by means of which every individual in the fociety 
has his fubfiftence, conveniencies , and amufe- 
ments , regularly diftributed to him in their proper- 
proportions. 

Secondly, as the machines and inftruments 
of trade , &c. which compofe the fixed capital 
either of an individual or of a fociety , make no 
part either of the grofs or of the neat revenue of 
either; fo money, by means of which the whole 
revenue of the fociety is regularly diftributed 
among all its different members, makes itfelf no 
part of that revenue. The great wheel of cir- 
culation is altogether different from the goods 
which are circulated by means of it. The revenue 
of the fociety confifts altogether in thofe goods, and 
not in the wheel which circulates them. In com- 
puting either the grofs or neat revenue of any 
fociety, we muft always, from their whole annual 
circulation of money and goods , dedufl the whole 
value of the money, of which not a fingle farthing 
can ever make any part of either. 

It is the ambiguity of language only which 
can make this propofition appear either doubtful 
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or paradoxical. When properly explained and 
underftood, it is almoft fell- evident. 

When we talk of any particular fum of money, 
we fometimes mean nothing but the metal pieces of 
which it is compofed ; and fometimes we include 
in oar meaning fome obfcure reference to the goods? 
which can be had in exchange for it, or to the 
power of purchafihg which the poffefTion of it con*- 
veys. Thus when we fay, that the circulating money 
of England has been computed at eighteen millions, 
we mean only to exprefs the amount of the metal 
pieces , which fome writers have computed , or 
rather have fuppofed to circulate in that country. 
But when we fay that a man is worth fifty or a 
hundred pounds a year, we mean commonly to 
exprefs not only the amount of the metal pieces 
which are annually paid to him, but the value of the 
goods which he can annually purchafe or confume. 
We mean commonly to afcertain what is or ought 
to be his way of living, or the quantity and quality 
of the neceffaries and conveniencies of life in which 
he can with propriety indulge himfelf. 

When, by any particular fum of money, we 
mean not only to exprefs the amount of the metal 
pieces of which it is compofed , but to include in its 
figniftcation fome obfcure reference to the goods 
which can be had in exchange for them , the wealth 
or revenue which it in this cafe denotes, is equal 
only to one of the two values which are thus inti- 
mated. fomewhat ambiguoufly by the fame word, 
and to the latter more properly than to the former, to 
the money’s worth more properly than to the money. 
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Thus if a guinea be the weekly penfion of a 
particular perfon, he can in the courfe of the week 
purchafe with it a certain quantity of fubfiftence , 
conveniencies, and amufements. In proportion as 
this quantity is great or fmall, fo are his real riches , 
bis real weekly revenue. • His weekly revenue is 
certainly not equal both to the guinea, and to 
what can be purchafed with it , but only to one 
or other of thofe tw'o equal values; and to the 
latter more properly than to the former , to the 
guinea’s worth rather than to the guinea. 

If the penfion of fuch a perfoii was paid to 
him , not in gold , but in a weekly bill for a 
guinea, his revenue furely would not fo properly 
confift in the piece of paper, as in what he could 
get for it. A guinea may be confidered as a bill 
for a certain quantity of neceffaries and conyenien- 
cies upon all the tradefmen in the neighbourhood. 
The revenue of the perfon to whom it is paid , 
does not fo properly confifls in the piece of gold , 
as in what he can get for it , or in what he can 
exchange it for. If it could be exchanged for 
nothing , it would , like a bill upon a bankrupt , 
be of no more value than the moll ufelcfs piece 
of paper. 

Though the weekly , or yearly revenue of all 
the different inhabitants of any country, in the fame 
manner, may be, and in reality frequently is paid 
to them in money, their real riches, however, the 
real w'eekly or yearly ' revenue of all of them 
taken together, muft always be great or fmall in 
proportion to the quantity of confumable goods 
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which they can all of them purchafe with thii 
money. The whole revenue of all of them taken 
together is evidently not equal to both the money 
and the confumable goods; but only to one or 
other of thofe two values , and to the latter more 
properly than to the former. 

Though we frequently, therefore, exprefs a 
perfon’s revenue by the metal pieces which are 
annually paid to him , it is becaufe the amount of 
thofe pieces regulates the extent of his power of 
purchafing , or the value of the goods which he 
can annually afford to confume. We ftill confider 
his revenue as confifting in this power of purchaf- . 
ing or confuming , and^ not in the pieces which 
convey it. 

But if this is fufficiently evident even with 
regard to an individual , it is ftill more fo with 
' regard to a fociety. The amount of the metal pie- 
' ces which are annually paid to an individual , is 
’ often precifely equal to his revenue, and is upon 
that account the fliorteft and beft expreftion of its 
value. But the amount of the metal pieces which 
circulate in a fociety , can never be equal to the 
revenue of all its members. As the fame guinea 
which pays the weekly penfion of one man to-day, 
may pay that of another to-morrow, and that of a 
third the day thereafter , the amount of the metal 
pieces which annually circulate in any country , 
muft always be of much lefs value than the whole 
money penfions annually paid with them. But the 
power of purchafing, or the goods which can fuccef- 
fively be bought with the whole of thofe money / 
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penfions as they are fuccefRvely paid, muft always 
be precifely of the fame value with thofe penfions; 
as muft likewife he the revenue of the different 
perfons to whom they are paid. That revenue , 
therefore , cannot conhft in thofe metal pieces, of 
which the amount is fo much inferior to its value , 
but in the power of purchafing, in the goods 
which can fucceflively be bought with them as 
they circulate from hand to hand. 

Money, therefore, the great wheel of circulation, 
the great inftrument of commerce, like all other 
inftruments of trade , though it makes a part and a 
very valuable part of the capital, makes no part of 
the revenue of the fociety to which it belongs , and 
though the metal pieces of which it is compofed , 
in the courfe of their annual circulation, diftribute 
to every man the revenue which properly belongs to 
him , they make themfelves no part of that revenue. 

Thirdly, and laftly, the machines and inftruments 
of trade, 8cc. which compofe the fixed capital, bear 
this further refemblance to that part of the circulat- 
ing capital which confifts in money ; that as every 
faving in the expenfe of erefling and fupporting 
thofe machines, which does not diminifli the pro- 
duflive powers of labor, is an improvement of the 
neat revenue of the fociety; fo every faving in the 
expenfe of collefling and fupporting that part of 
the circulating capital which confifts in money , is 
an improvement of exa£ily the fame kind. 

It is fufficiently obvious, and it has partly too 
been explained already, in what manner every 
faving in the expenfe of fupporting the fixed capital 
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is an improvement of the neat revenne of the fo- 
ciety. The whole capital of the undertaker of 
every work is neceffarily divided between his fixed 
and his circulating capital. While his whole capital 
remains the fame, the fmaller the one part , the 
greater muft neceflarily be the othesy It is the 
circulating capital which furnifhes the materials 
and wages of labor, and puts induftry into motion. 
Every faving, therefore, in the expenfe of maintain- 
ing the fixed capital , which does not diminifli the 
produflive powers of labor, muft increafe the fund 
which puts induftry into motion , and confequently 
the annual produce of land and labor, the real 
revenue of every fociety. 

The fiibftitution of paper in the room of gold 
and filver money , replaces a very expeiilive inftru- 
ment of commerce with one much lefs coftly, and 
fometimes equally convenient. Circulation comes 
to be carried on by a new wheel , which it cofts 
lefs both to ere£l and to maintain than the old one. 
But in what manner this operation is performed, 
and in what manner it tends to increafe either the 
grofs or the neat revenue of the fociety , is not 
altogether fo obvious, and may therefore require 
fome further explication. 

There are feveral different forts of paper money ; 
but the circulating notes of banks and bankers are 
tthe fpecies which is beft known, and which feems 
beft adapted for this purpofe. 

When the people of any particular country have 
fuch confidence in the fortune, probity , and pru- 
dence of a particular banker, as to believe that 
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he is always ready to pay upon demand fuch of 
Ins promiffory notes as are likely to be at any 
time prefented to him ; thofe notes come to have 
the fame currency as gold and filver money, from 
the confidence that fuch money can at any time 
be had for them. 

A particular banker lends among his cuftomers 
his own promiffory notes, to the extent , we lhall 
fuppofe, of a hundred thoufand pounds. As thofe 
notes ferve all the purpofes of money, his debtors 
pay him the fame intereft as if he had lent them 
fo much money. This intereft is the fource of his 
gain. Though fome of thofe notes are continually 
coming back upon him for payment, part of them 
continue to circulate for months and years toge- 
ther. Though he has generally in circulation , 
therefore, notes to the extent of a hundred thou- 
fand pounds, twenty thoufand pounds in gold and 
filver may , frequently be a fufficient provifion for 
anfwering occafional demands. By this operation , 
therefore, twenty thoufand pounds in gold and 
filver perform all the fuinSlions which a hundred 
thoufand could otherwife have performed. The 
fame exchanges may be made, the fame quantity 
of confumable goods may be circulated and diltri- 
buted to their proper confumers , by means of his - 
promiffory notes, to the value of a Iiundred thou-, 
fand pKJunds, as by an equal value of gold and 
filver money. Eighty thoufand pounds of gold and 
filver , therefore, can, in this manner, be fpared 
from the circulation of the country ; and if different 
operations of the lame kind at the fani^ 
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time , be carried on by many different banks and 
bankers , the whole circulation may thus be con- 
duced with a fifth part only of the gold and filvet 
which would otherwife have been requifite. 

Let us fuppofe, for example, that the whole 
circulating money of fome particular country 
amounted , at a particular time , to one million 
fterling, that fuiti being then fufficient for circulat- 
ing the whole annual produce of their land and 
labor. Let us fuppofe too , that fome time there- 
after, different banks and bankers iffued promiffory 
notes , payable to the bearer , to the extent of one 
million , referving in their different coffers two 
hundred thoufand pounds for anfwering occafional 
demands. There would remain, therefore, in 
circulation, eight hundred thoufand pounds in 
gold and filver , and a million of bank notes , or 
eighteen hundred thoufand pounds of paper and 
money together. But the annual produce of the 
land and labor of the country had before required 
only one million to circulate and diAribute it to 
its proper confumers, and that annual produce 
cannot be immediately augmented by thofe opera- 
tions of banking. One million, therefore, will 
be fufficient to circulate it after them. The goods 
‘ to be bought and fold being precifely the fame 
as before, the fame quantity of money will be 
fufficient for buying and felling them. The chan- 
nel of circulation, if I may be allowed fuch 
an expreffion , will remain precifely the fame as 
before , One million we have fuppofed fufficient 
^ fill that channel. Whatever, therefore, is poured 
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into it beyond this fum, cannot run in it, but 
ttiuft overflow. One million eight hundred thou- 
fand pounds are poured into it. Eight hundred 
thoufand pounds, therefore, muft overflow, that 
fum being over and above what can be employed 
in the circulation of the country. But though 
this fum cannot be employed at home , it is too 
valuable to be allowed to lie idle. It will , there- 
fore , be fent abroad , in order to feek that 
profitable employment which it cannot find at 
home. But the paper cannot go abroad , becaufe 
at a diftance from the banks whIch»ilTue it , and 
from the country in which payment of it can be 
exa£Ied by law, it will not be received in com- 
mon payments. Gold and filver, therefore, to 
the amount of eight hundred thoufand pounds 
will be fent abroad, and the channel of home 
circulation will remain filled with a million of 
paper , inflead of the million of thofe metals which 
filled it before. ' 

But though fo great a quantity of gold and 
filver is thus fent abroad , we mull not imagine 
that it is fent abroad for nothing, or that ite 
proprietors make a prefent of it to foreign nations. 
They will exchange it for foreign goods of fome 
kind or another , in order to fupply the confump- 
tion either of fome other foreign country , or of 
their own. 

If they employ it in purchafing goods in one 
foreign country in order to fupply the confumption 
of another, or in what is called the carrying trade, 
whatever profit they make will be an addition to- 


Digitized by Google 



^ THE NATURE AND CAUSES OF 


the neat revenue of their own country. It is like a 
.new- fund, created for carrying on a new trade j 
domeflic bufinefs being now tranfa£fed by paper, 
and the gold and filver being converted into a 
fund for this new trade. 

If they employ it in purchafing foreign goods 
for home confumption ; they may either, firft, 
purchafe fuch goods as are likely to be confumed 
by idle people who produce nothing, fuch as 
foreign wines, foreign fi Iks, &c*!; or, fecondly, they 
may purchafe an additional flock of materials , 
tools, and psovilions , in order to maintain and 
employ an additional number of induftrious people, 
who re-produce, with a profit, the value of their 
annual confumption. 

So far as it is employed in the firft way , it pro- 
motes prodigality, increafes expenfe and confump- 
tion without increafing production, or eftablifliing 
any permanent fund for fupporting that expenfe, 
and is in every refpecfl hurtful to the fociety. 

So far as it is employed in the fecond way , it 
promotes induftry j and though it increafes the; 
confumption of the fociety , it provides a perma- 
nent fund for fupporting that confumption , the 
people who confume re-producing, with a profit, 
the whole value of their annual confumption. 
The grofs revenue of the fociety , the annual 
produce of their land and labor, is increafed by 
the whole value which the labor of thofe work- 
men adds to the materials upon which they 
are employed; and their neat revenue by what 
remains of this value, after deducing what is 

neceffary 
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necelTary for fupporting the tools and inftruments 
of their trade. 

Tliat the greater part of the gold and filvcr 
whicli , being forced abroad by thofe operations 
of banking, is employed in purchafing foreign 
goods for home confumption , is and muff be 
employed in purchaiing thofe of its fecond kind , 
feems not only probable but almoft unavoidable. 
Though fome particular men may fometinies 
increafe their expenfe very confiderably though 
their revenue does not increafe at all, we may be 
affurcd that no clafs or order of men ever does 
fo ; becaufe, though the principles of common 
prudence do not always govern the condudf of 
every individual, they always influence that of 
the majority of every clafs or order. But the 
revenue of idle people, confidered as a clafs or 
order, cannot, in the fmallefl degree, be increafed 
by thofe operations of banking. Their expenfe in 
general, therefore, cannot be much increafed by 
them, though that of a few individuals among them- 
may, and in reality fbmetimes is. The, demand of 
idle people, therefore, for foreign goods, being 
the fame, or very nearly the fame, as before, a 
very fmall part of the money, which being forced 
abroad by thofe operations of banking, is employed 
in purchafing foreign goods for home confumption, 
is likely to be employed in purchafing thole for 
their ufe. The greater part of it will naturally be 
deftined for the employment of induflry, and not 
for the maintenance of idlenefs. 

W. of N. 9. 3 
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When we compote the quantity of induftry 
which the circulating capital of any fociety can 
employ, vve muft always have regard to thofe 
parts of it only, which confift in provifions, 
materials, and hniilied work, the other, which 
confifls in money, and which ferves only to cir- 
culate thofe three, muft always be deduced. In 
order to put induftry into motion , three thing* 
are rcqnifite; materials to work upon, tools to 
work with , and the wages or recompence for 
the fike of which the work is done. Money 
is neither a material to work upon, nor a tool 
to work with ; and though the wages of the 
workman are commonly paid to him in money, 
his real revenue, like that of all other men, con- 
fills, not in the money, but in the money’s worth ; 
iiot in the metal pieces, but in what can be got 
for them. 

Ihe quantity of induftry which any capital 
can employ, muft, evidently, be equal to the 
number of workmen whom it can fupply with 
materials, tools, and a maintenance fuitable to 
the nature of the work. Money may be requifite 
for purchafing the materials and tools of the work, 
as well as the maintenance of the workmen. 
But the quantity of induftry which the whole 
capital can employ, is certainly not equal both 
to the money which purchafes, and to the mate- 
rials, tpols, and maintenance, which are purchafed 
with it; but only to one or other of thofe two 
values, and to the latter more properly than to 
the former. 
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When paper is fubftituted in the room of gold 
find lilver money, the quantity of the materials , 
tools and maintenance, which the whole circu- 
lating capital can fupply, may be increafed by 
the whole value of gold and filver which ufed to 
be employed in purchaling them. The whole 
value of the great wheel of circulation and dif- 
tribution , is added to the goods which are circu- 
lated and diftributed by means of it. The opera- 
tion , in fome meafure , refembles/ that of the 
undertaker of fome great work, who, in confe- 
quence of fome improvement in mechanics, takes 
down his old machinery, and adds the difference 
between its price and that of the new to his cir- 
culating capital , to the fund from which he fur- 
niflies materials and wages to his workmen. 

What is the proportion which the circulating 
money ofany country bears to the whole value of 
the annual produce circulated by means of it , it 
is, perhaps, impoflible to determine* It has been 
computed by different authors at a fifth , at a tenth, 
at a twentieth, and at a thirtieth part of that value. 
But how fmall foever the proportion which the cir- 
culating money may bear to the whole value of 
the annual pifoduce, as but a part, and frequently 
but a fmall part , of that produce , .is ever deftined 
for the maintenance of induftry , it muff always 
bear a very confiderable proportion to ' that part. 
When , therefore , by the fubffitution of paper , 
the gold and filver neceffary for circulation is red uced 
to perhaps, a fifth part of the former quantity", if the 
value of only the greater part of the other four fifths 
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be added to the funds which are defined for the 
maintenance of induftry, it muft make a very 
confiderable addition to the quantity of that in- 
duftry, and confequently , to the value of the 
annual produce of land and labor. 

An operation of this kind has, within thefe 
five-and- twenty or thirty years, been performed 
in Scotland , by the ereflion of new banking 
companies in almoft every conhderable town, and 
even in fome country villages. The efFefls of it 
liave been precifcly thofe above defcribed. The 
.bufmefs of the country is almoft entirely carried ' 
-on by means of the paper of thofe different bank- 
ing companies., with wliich purchafes and pay- 
ments. of all kinds are commonly made. Silver 
very .feldom appears except in the change of ^ 
^twenty fiiiilings bank note , and gold flill fel- 
domer. But thoutrh the conduct of all tliofe 

O 

different .companies has not been unexception- 
able ,, and has accordingly required an afl of par- 
liament to regulate it; the country, notwithftand- 
ing, has evidently derived great benefit from their 
trade. I have heard it aflerted , that the trade of 
the city ofGlafgow doubled in about fifteen years 
after the firA ere<iHon of the banks there ; and that 
the trade of Scotland has more than quadrupled 
fince the firA ereflion of the two public banks at 
.Edinburgh, of which the one, called The Bank of 
Scotland , was eAabliflied by a6l of parliament in 
i6g5 ; the other, called The Royal Bank, by royal 
charter in 1727. Whether the trade, either qf 
Scotland in general , or of the city of Glafgow. in 
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particular, has really increafed in fo great a pro- 
portion, during fo fliort a period, I do not pretend 
to know. If either of them has increafed in this 
proportion , it feems to be an effefl too great to 
be accounted for by the foie operation of this 
caufe. That the trade and indiifiry of Scotland , 
Jiowever, have increafed very confiderably during 
this period , and that the banks have contrilruted 
a good deal to this increafe , cannot be donbted. 

, The value of the filver money which circu- 
lated in Scotland before the union, in 1707, and 
which, immediately after it, was brought into 
the bank of Scotland in order to *he re-coined , 
amounted to 411,117 /. 10 s, 9 d, fterling. No 
account has been got of the gold coin ; but it 
appears from the ancient accounts of the mint of 
Scotland, that the value of the gold annually coin- 
ed fomewliat exceeded that of the filver. * There 
were a good many people too upon this occalion, 
who, from a diffidence of repayment, did not bring 
their filver into the bank of Scotland : ‘and thfere 
was , befides , fome Knglifli coin , which was not 
called in. The whole value of the gold and filver, 
therefore, which circulated in Scotland before the 
union, cannot be eflimated at lefs than a million fter- 
ling. It feems to have conftituted almoft the whole 
circulation of that country; for though the circu- 
lation of the bank of Scotland, which had then no 
rival, was confiderable, it feems to have made but 
a very fmall part of tlie whole. In the prefeut times 

^ See Riidcliman’s Preface to Anderfon’s Diplomata, See. 
Scotise. 
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the whole circulation of Scotland cannot be efti-r 
mated at lefs than two millions, of which that part 
which confifts in gold and filver, moft probably, 
does not amount to half a million. Hut though the 
circulating gold and filver ofScotland have fuffered 
fo great a diminution during this period, its real 
riches and profperity do not appear to have fuf- 
fered any. Its agriculture, manufaflures , and 
trade, on d’® contrary, the annual produce of its 
land and libor, have evidently been augmented^ 

It is chiefly by difcounting bills of exchange , 
that is , by advancing money upon them before 
they are due,*that the greater part of banks and 
bankers iffue their promiflbry notes, They de- 
duct always, upon whatever fum they advance, 
the legal interell till the bill lhall became due^ 
The payment of the bill, when it becomes due , 
replaces to the bank the value of what had been 
advanced , together with a clear profit of the in-? 
terefl. The banker who advances to the mer- 
chant whofe bill he difcounts, not gold and filver, 
but his own promiffory notes, has the advantage 
of being able to difcount to a greater amount , 
by the whole value of his promiflbry notes, which 
he finds by experience , are commonly in circula- 
tion. He is thereby enabled to make his clear gain * 
of intereft on fo much a larger fum. 

The commerce of Scotland, which at prefent 
is not very great , was ftill more inconfiderable 
when the two firft banking companies were eftab- 
liflied ; and thofe companies would have had 
but little trade, had they confined their bufinefa 
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to the difcounting of bills of exchange. They in- 
vented, therefore, another method of iffning their 
progiiffory notes; by granting, what they called, 
cafli accounts , that is by giving credit to the ex- 
tent of a certain fum ( two or three thoiifand pounds 
for example) , to any individual w^ho could pro- 
cure two perfons of undoubted credit and good 
landed eftate to become furety for him, that what- 
” ever money Ihould be advanced to him , within 
the fum for which the credit had been given, 
Jliould be repaid itppn demand, together with the 
legal intereft. Credits of this kind are, I believe, 
commonly granted by banks and bankers in all 
different parts of the w'orld. But the eafy terms 
ppon which the Scotch banking companies accept of 
re-pc^ymept are, fo far as I know, peculiar to them, 
and have, perhaps, been. the principal caufe , 
both of the great trade of thofe companies , and of 
the benefit which the country has received from it. 

Whoever has a credit of this kind with one 
of thofe companies , and borrows a thoufand . 
pound# upon.it, for example, may repay this 
fum piece-meal, by twenty and thirty pounds at 
a time, the conapany difcounting a proportion- 
able part of the intereft of the great fum from 
the day on which each of thofe fmall fums is 
paid in, till the whole be in this mannner repaid. 
All merchants, therefore, and almoft.all rnen. of 
'bufinefs, find it convenient to , keep fuch calh 
accounts with them , and are thereby interefted 
to promote the trade of thofe companies , by 
readily receiving their notes in all payments, 
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and by encouraging all thofe with whor-i they have 
any influence to do the fame. The banks , when 
their cuftomers apply to them for money, gene- 
rally advance it to them in their own })romiirory 
notes. Thefe the merchants pay aw'ay to the manu- 
fafliirers for goods, the manuiaflurers to the far- 
mers for materials and provifions, the farmers to 
their landlords for rent, the landlords repay them 
to the merchants for the conveniencies and luxuries 
with which they fupply them, and the merchants 
again return them to the banks fh order to balance 
their cafli accounts, or to replace what they may- 
have borrowed of them ; and thus almoft the 
whole money bufinefs of the country is tranfafled 
by means of them. Hence the great trade of thofe 
companies. 

By means of thofe cafli accounts every mer- 
chant can, without imprudence, carry on a 
greater trade than he otherwife could do. If 
there are two merchants, one in London, and 
the other in Edinburgh, who employ equal flocks 
in the fame branch of trade, the ‘ Edinburgh 
merchant can , without imprudence , carry on a 
^greater trade , and give employment to a greater 
number of people than the London merchant. 
The London merchant muft always keep by him 
a confiderable fum of money, either in his own 
coffers , or in thofe of his banker , who gives him 
no intereft for it, in order to anfwfer the demands 
continually coming upon him for payment of 
the goods which he purchafes upon credit. Let 
the ordinary amount of this fum be fuppofed five 
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hundred pounds. TJie value of the goods in 
his warehoufe muft always be lefs by five hun- 
dred pounds than it would have been , had he 
not been obliged to keep fuch a fum unemploy- 
ed. Let us fuppofe that lie generaiUy difpofes of 
his whole ftocic upon hand, or of goods to the 
value of his whol^' flock upon hand, once in the . 
year. By being obliged to keep fo great a fum * 
unemployed, he muft fell in a year five hundred 
pounds worth lefs goods than he might otherwife 
have done. His annual profits muft be lefs by 
all that he could have made by the fale of five 
hundred pounds worth more goods 5 and the 
plumber of people employed in preparing his 
goods for the market, muft be lefs by all thofe 
that five hundred pounds more flock could have- 
employed. Tlie merchant in Edinburgh-, on the 
other hand, keeps no money unemployed for 
anfwering fuch occafional demands. When they 
actually come upon hini, he ’ fatisfies them from 
his cafli account with the bank, and gradually 
replaces the fum borrowed with the money or 
paper which comes in from the occafional fales of 
his goods. With the fame flock , therefore , he 
can , without imprudence , Iiave' at all times in 
his warehoufe a larger quantity of goods than the * 
London merchant;- and can Ihereby both make- 
a greater profit himfelf, and give conftant em- 
ployment to a greater nurhber of induftrious 
people who prepare thofe goods for the market. 
Hence the great benefit which the country has 
derived from this trade. . 

« V 
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Tlic facility of difconrvting bills pf exchange , 
it may be thought indeed , gives the Englifli 
inerchants a conveniency equivalent to the cafh 
accounts of the Scotch merchants. But the Scotch 
merchants, it muft be remembered, can difcount 
their bills of exchange as eafily as the Englifli mer- 
chants., and have, befides, the additional conve- 
niency of their cafli accounts. 

The whole paper money of every kind which 
^an eafily circulate in any country never can exceed 
the valueofthe gold and filyer, of which it fnpplies 
the place , or which (the.commerce being fiippofed 
.$he fame) would circulate there, if there was no 
paper money. If twenty fbilling notes, for example, 
are the loweft paper money current in Scotland , 
the whole of that currency which can eafily cir- 
culate there cannot exceed the fum of gold and filver 
which would be neceffary for tranfafling the annual 
exchanges pf twenty fliillings value and upwards 
iifually tranfafled within that country. Should the 
circulating paper at any time exceed that fum , as 
the excefs could neither be fent abroad nor be 
employed in the circulation of the country , it 
mud immediately return upon the banks to be ex- 
changed for gold and filver. Many people would 
immediately perceive that they had more of this 
paper than was neceflary fpr tranfafling their 
bufinefs at home, and as they could not fend it 
abroad, they would immediately demand pay- 
inent pf it from the banks. When this fuper- 
fluous paper was converted into gold and and filver, 
.they could eafily find a ufe for it by fending it 
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abroad; but they could find none while it re- 
mained in the fhape of paper. There Avould im- 
mediately , therefore , be a run upon the banks to 
the whole extent of this fuperfluous paper, and, 
if they fbowed any difficulty or backvvardnefs in 
payment, to a much greater extent ; the alarm, 
which this would occafion, necefiarily increafing 
the run, 

Over and above the expenfes which are common 
to every branch of trade; fiich as expenfe of 
houfe-rent, the wages * of fervants , clerks, ac- 
countants , &c. ; the expenfes peculiar to a bank 
confift chiefly in two articles: Firft, in tlae ex- 
penfe of keeping at all times in its coffers , for 
anfwering the occafion’al demands of the lioldei* 
of its notes , a large fum of money , of which 
it lofes the intereft : And , fecondly, in th« 
expenfe of replenifhing thofe coffers as fsift as 
they are emptied by anfwering fuch occafional 
demands. 

A banking company , which iflues more papiar 
than can be employed in the circulation of the 
country , and of which the excefs is continually 
returning upon them for payment , ought to in- 
creafe the quantity of gold and filver, which they 
keep at all times in their coffers , not pnly in 
proportion to this exceffive increafe of their cir- 
culation , but in a much greater proportion:; 
their notes returning upon them much feller 
than in proportion to the excefs of their qiraiv 
tity. Such a company , therefore , ought to in- 
creafe the firll article of their ejcpenfe , not only 
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in proportion to this forced . increafe of their 
bufinefs, hut in a much greater proportion. 

The coffers of fuch a company too , though 
they ought to be filled much fuller, yet muft 
empty themfelves much fafler than if their bufi- 
nefs was confined within more reafonable bounds, 
and mufl require, not only a more violent, but a. 
more conflant and uninterrupted exertion of ex- * 
penfe in order to replenifb them. The coin too, 
which is thus continually drawn in fuch large 
quantities from their coffers, cannot be employed 
in the circulation of the country. It comes in 
place of a paper which is over and above what 
can .be employed in that circulation , and is 
therefore over and above* what can be employed 
in it too. But as that coin will not be allowed 
to lie idle, it mufl, in one'fliape or another, 
be fent abroad , in order to find that profitable 
employment which it cannot find at home; and 
this continual exportation of gold and filver, by 
enhancing the difficulty, mufl neceflkrily enhance 
ftill further the expenfe of the bank , in finding 
new gold and filver in order to replenifli thofe 
coffers , which empty themfelves fo very rapidly. 
Such a company, therefore, mufl, in proportion 
to this forced increafe of their bufinefs, increafe 
the fecond article of their expenfe ftill more than 
the firfl. 

i 

; Let us fuppofe that all^the paper of a parti- 
ciilar bank , which the circulation of the country 
can eafily abforb and employ, amounts exa£lly to 
forty thoufand pounds; and that for anfwering 
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^ occafional demands , this bank is obliged to keep 
at all times in its coffers ten thoufand pounds ia 
gold and filver. Should this bank attempt to cir- 
culate forty-four thoufand pounds, the four thou- 
fand pounds which are over and above what the 
circulation can eafily abforb and employ, will 
return upon it almoff as faff as they are iffued. 

For anfwering occafional demands, therefore, 
this bank ought to keep at all times in its coffers, 
not eleven thoufand pounds only, but fourteea 
thoufand pounds. It will thus gain nothing by 
the intereft of the four thoufand pounds excelfive 
circulation ; and it will lofe the whole expenfe of 
continually colle£ling four thoufand pounds in gold 
and filver, which will be continually going out of 
its coffers as faff as they are brought into them. 

Had every particular banking company always 
underftood and attended to its own particular in- 
tereft, the circulation never could have been over- 
ftocked with paper money. But every particular 
banking company has not always underftood or 
attended to its own particular intereft, and the 
circulation has frequently been overftocked with 
paper money. ^ , 

By iffuing too great a quantity of paper, of i 
which the excefs was continually returning , in 
order to be exchanged for gold and filver, the 
bank of England was for many years together 
obliged to coin gold to the extent ot between 
eight hundred thoufand pounds and a million a 
year; or at an average, about eight. hundred and 
fifty thoufand pounds. For this great coinage 
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the bank ( in confequence of the worn and degraded 
ftate into which the gold coin had fallen a few 
years ago) was frequently obliged to purchafe 
gold bullion at the high price of four pounds an 
ounce , which it foon after iffued in coin at 3 L 

17 s, io|</. an ounce, lofing in this manner between 
two and a half and three per cent, upon the coin- 
age of fo very large a fum. Though the bank 
therefore paid no feignorage, though the govern- 
ment was properly at the expenfe of the coinage, 
this liberality of government did not prevent 
altogether the . expenfe of the bank. 

The Scotch banks , in confequence of an ex* 
cefs of the fame kind ^ were all obliged to em- 
ploy conftantly agents at London to collecS 
money for them, at an expenfe which \Vas fel- 
dom below one and a half or two per cent. 
This money was fent down by the waggon , and 
infiired by the carriers at an additional expenfe 
of three quarters per cent, or fifteen {hillings 
on the hundred pounds. Thofe agents were not 
always able to replenilh the coffers of their 
employers fo faft as they were emptied. In this 
cafe the refource of the banks was , to draw 
upon their correfpondents in London bills of ex- 
change to the extent of the fum which they want- 
ed.' When thofe correfpondents afterwards drew 
upon them for the payment of this fum, together 
with the intereft and a commiflion, fome of thofe 
banks, from the diftrefs into which their excef- 
live circulation had thrown them , had fometimes 
no other means of latisfying this draught but by 
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drawing a fecond fet of bills either upon the fame , 
or upon fome other correfpondents in London ) 
and the fame fum j or rather bills for the fame 
fum , would in this manner make fometimes more 
than two or three journies; the debtor - bank , 
paying always the intereft and commiffion upon 
the whole accumulated fum. Even thofe Scotch 
banks which never diftinguilhed themfelves by 
their extreme imprudence, were fometimes obligea 
to employ this ruinous refource. 

The gold coin which was paid odt either by 
the bank of England , or by the Scotch banks ^ 
in exchange for that part of their paper which 
Was over and above what could be employed in 
the circulation of the Country , being likewife 
over and above \vhat Could be employed in that 
circulation, was fometimes fent abroad in the 
fliape of coin , fometimes melted down and fent 
abroad in the fliape of bullion , and fometimes 
melted down and fold to the bank of England at 
the high price of four pounds an ounce. It was 
the newert, the heavieft, and the belt pieces only 
which were carefully picked out of the whole 
coin, and either fent abroad or melted down. 
At home, and while they remained in the fliape 
of coin, thofe heavy pieces were of no more 
value than the light : But they were of more 
value abroad, or when melted down into bullion, 
at home. The bank of England , no'twithftand- 
ing their great annual coinage, found to their 
aftonilhment , that there was every year the fame 
fcarcity of coin as there had been the year before ; 
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and that notwithftanding the great quantity of 
good and new coin which was every year iffued 
■from the bank, the Rate of the coin, inflead of 
growing better and better , became every year 
woife and worfe. Every year they found them- 
felves under the necelFity of coining nearly the 
fame quantity of gold as they had coined the year 
before, and from the continual rife in the price of 
gold bullion, in confequonce ofthe continual wear- 
ing and clipping of the coin, tlie expenfe of this 
great annual coinage became every year greater 
and greater. The bank of England, it is to be 
obferved , by fupplying its own cplFers with coin, 
is indireflly obliged to fnpply the whole kingdom, 
into which coin is continually flowing from thofe 
coffers in a great variety of ways. Whatever 
coin therefore was wanted to fupport this exceflive 
circulation both of Scotch andEnglifli paper money, 
whatever vacuities this exceflive circulation occa,- 
fioned in the neceffary coin of the kingdom , the 
bank of England was obliged to fupply them. The 
Scotch banks, no doubt, paid all of them very, 
dearly for their own imprudence and inattention. 
But the bank of England paid very dearly, not 
only for its own imprudence , but for the much 
greater imprudence ofalmoft all the Scotch banks. 

The over-trading of forpe bold projeflors in 
both parts of the united kingdom , was the ori- 
ginal caufe of this exceflive circulation of paper 
money. 

. What a bank can with propriety advance to 
a merchant or undertaker of any kind, is not 
" either 
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either the whole capital with which he trades , or 
even any confiderable part of that capital; but 
that part of it only, .which be would otherwife be 
pbliged to keep by him unemployed, and in 
yeady money for anfwering occafional demandi. 

If the paper money w'hich the bank advance* 
never exceeds this value , it can never exceed the 
value of the gold and filver, which would necef* , 
farily circulate in the country if there was no 
paper money; it can never exceed the quantity 
which the circulation .of. the country can eahly 
abforb and employ. 

When a bank difcounts to a merchant a real 
bill of exchange drawn by a real creditor upon a 
real debtor, and which, as foon as it becomes 
due, is really paid by that debtor; it only ad- 
vances to him a part of the value .which he 
would otherwife be obliged to keep by him un- 
employed and in ready money for anfwering 
occafional demands. The payment of the bill, 
when it becomes due , replaces to the bank the 
value of w'hat it had advanced, together with the 
intereft. The coffers of the bank, fo far as its 
dealings are confined to fuch cuftbmers, refemble 
a water pond, from which, though a llreanr 
is continually running out, yet another is con* 
tinually running in, fully equal to that which 
tuns out ; fo that , without any further care or 
attention, the pond keeps always equally, or 
yery near equally full. Little or no expenfe can 
ever be neceffary for replenilhing the coffeis of 
fuch a bank. 

W. of N. a, 
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A merchant, without over-trading, may fre-* 
quently have occafiorl for a fum of ready money^ 
even when he has no bills to difcount. ' When a 
bank*, befides difcounting his bills, advances hint 
likewife upon fuch occafions , fuch funis upon hi» 
calh account, and accepts of a piece-meal repay* 
ment as the money comes in from the occafional 
fale of his goods, upon the eafy terms of the 
banking companies of Scotland ; it difpenfes 
him entirely from the necellity of keeping any 
part of his flock by him unemployed and lia 
■ ready money for anlwering occafional demands. 
When fuch demands adlually come upon him, 
he can anfwet them fufhciently from his caih 
account.' The bank, however, in dealing with 
fuch cuflomers, ought to obferve with great at- 
tention whether in the courfe of fome fhort 
period ( of four , five , fix , or eight months , for 
example) the fum of the repayments which it 
commoply receives from them, is, or is not, 
fully equal to that of the advances which it 
commonly makes to them. If, within the courfe 
of fuch fhort periods , the fum of the repayments 
from, certain cuflomers is, upon mofl occafions,* 
fully equal to that of the advances, it may-fafely 
continue to deal with fpch cuflomers. Though 
the flream which is in this cafe continually run- 
ning out from its coffers may be very large , that 
which is continually running into them muft be 
at leafi equally large; fo that without any further 
career attention thofe coffers are likely to be 
always equally or very near equally full; and 
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frarce ever to require any extraotdinary expenfe 
to replenifli them. If, on the contrary, the fum 
of the repayments frorh certain other cuftom- 
ers falls commonly very much fliort of the 
advances Which it makes to them , Jt cannot with 
any fafety continue to deal with fuch cuftomers, 
at lead if they continue to deal with it in this 
inannerM The ftream which is in this cafe con- 
tinually running out. from its coffers is neceffarily 
inucli larger than that which is continually running 
in ; fo that , unlefs they are replenillied by fome 
great and continual effort of expenfe , thofe coffers 
muftfoon be exhaufled altogether. 

The banking companies of Scotland , accord- . 
ingly^ were for a long time very careful to re- 
quire frequent and regular repayments from all 
their cuftomers^ and did not care to deal with 
any perfon , whatever might be his fortune or 
credit, who did not make^ What they called, fre- 
quent and regular operations with them. By 
this attention , befides faviug almoft entirely the 
extraordinary expenfe of replenifliing their cof- 
fers, they gained two other very conliderable 
advantagesi 

Firft, by this attention they were enabled to 
make fome tolerable judgment concerning the 
thriving or ^declining circumflances of their 
debtors 5 without being obliged to look out for 
any other evidence befides what their own books* 
afforded them ; men being for the moft part 
either regular or irregular in their repayments 
according as their circumflances are either .thriving 
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or declining. A private man who lends out his 
money to perhaps half a dozen ora dozen of debtors, 
may , either by himfelf or his agents , obferve and 
inquire both conftantly and carefully into the con- 
duit and fituation of each of them. But a banking 
company,- which lends money to perhaps five 
hundred differen t people, and of which the attention 
is continually occupied by objeils of a very different 
kind , can have no regular information concerning, 
the conduit and circumftances of the greater part of 
its debtors beyond what its own books afford it. 
In requiring frequent and regular repayments from 
all their cuflomers, the banking companies of 
Scotland had probably this advantage in view. 

Secondly , by this attention they fecured 
themfelves from the poffibility of iffuing more 
paper money than what the circulation of the 
country could eafily abforb and employ. When 
they obferved , that within moderate periods of 
time the repayments of a particular cuftomer 
were upon moft occafions fully equal to the ad- 
vances which they had made to him , they might 
be affured that the paper money which they had 
advanced to him , had not at any time exceeded 
the quantity of gold and filver which he would 
otherwife have been obliged to keep by him for 
anfwering occafional demands; and that, con- 
fequently , the paper money ; which they had 
circulated by his means, had not at anytime 
exceeded the quantity of gold and filver which 
would have circulated in the country, had there 
been ho paper money. The frequency, regularity 
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aftd amount of his repayments would fufficiently 
demonftrate that the amount of their advances had 
at no time exceeded that part of his capital which 
he would otherwife have been obliged to keep by 
him unemployed and in ready money for anfwering 
bccafional demands ; that is , for the purpofe of 
keeping the reft of his capital in conftant employ- 
ment. It is this part of his capital only which, 
within moderate periods of time, is continually 
returning to every dealer in the fliape of money, 
whether paper or coin, and continually going from 
him in the fame fliape. If the advances of the bank 
had commonly exceeded this part of his capital, 
the ordinary amount of his repayments could not, 
within moderate periods of timer, have equalled 
the ordinary' amount of its advances. The 
ftream which, by means of his dealings , was con- 
tinually running into the coffers of the bank , 
could not have been equal to the ftream which, 
by means of the fame dealings, was continually 
running out. The advances of the bank paper, 
by exceeding the quantity of gold and filver 
which , had there been no fuch advances , he 
would have been obliged to keep by him for 
anfwering occafional demands , might foon come 
to exceed the whole quantity of gold and filver 
which (the commerce being fuppofed the fame) 
Xvould have circulated in the country had there 
been no paper money ; and confequently to ex- 
ceed the quantity which the circulation of the 
country could eafily abforb and employ; and the 
excefs of this paper money would immediately 
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have* returned upon the bank in order to be 
changed for gold and filver. This fecond advan* 
, tage, though equally real , was not perhaps fo well 
underAood by all the different banking companies 
of Scotland as the firfl. 

When, partly by the con veniency of difcounting 
bills, and partly by that of cafh accounts, the 
creditable traders of any country can be difpenfed 
from theneceffity of keepingany part of their Rock 
by them unemployed and in ready - money for 
anfwering occafional demands , they can reafonably 
expefl no farther affillance from banks and bankers, 
who, when they have gone thus far, cannot, 
ConfiAently with their own intereR andfafety , go 
farther. A hank cannot, confiRently with its own 
intereR, advance to a trader the whole or even the 
greater part of the circulating capital with which 
he trades; becaufe, though that capita) is continually 
returning to him in the (liape of money , and going, 
from him in the fame fliape, yet the whole of the 
returns is too diRant from the whole of the out- 
goings, ^nd the fum of his repayments could not 
equal the fum of its advances within Rich mo- 
derate periods of time as fuit the conveniency of 
a bank. Sill lefs could a bank afford to ad- 
jvance him any confiderable part of liis fixed 
capital;, of the capital which the undertaker pf 
an iron forge , for example , employs in erefling 
his forge and fmelting- houfe , his work-houfes 
and warehopfes, the dwelling-houfes of his work- 
ineit , &c. ; of the capital which the undertaker 
pf a mine employs iii finking his fhafts, in ercfling 
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engines for drawing out the .water, in rnaking roads 
and waggon- ways , .&c.; pf the capital -which the 
perfon who undertakes to improve land employs 
‘ in clearing, draining, encloOng, manuring and 
ploughing wafte and uncultivated fields, in building 
farm-houfes , with all their neceffary appendages 
of flables , granaries, &c. The returns ol the fixed 
capital are in almoft all cafes’ much flower than 
thofe of the circulating capital: andfuch expenfes, 
even when laid out with the greatefl prudence and 
judgment, very feldom return to the .undertaker 
till after a period of many years, a period. by? far 
top diflant to fuit the conveniency of a bank. 
Traders and other undertakers may, no doubt, 
with great propriety, carry on a very conlid^rable 
part of their projects with borrowed rnoufy. : In 
jultice to their creditors, however,* their. >own 
capital ought, in this cafe, to be fuflicient to eiifure, 
if I may fay fo, the capital of tliofe creditors of 
to,.jender it extremely improbable that thofe credir 
tors fliould incur any lofs, even though' the fuc- 
cefs of the projefl jhould fall very much ftiort of 
the expeflation -of -the projectors. Even with 
thisoprecaution too, the money w^hich is borr 
rowed, and which it is meant Ih.ould not .be re- 
paid; till after, a period offeveral years ought not 
to be borrowed of a .bank, bqt ouglit to be bor- 
row^ed upon bond, or mortgage, of fuch. private 
people as propofe . to live upon the, intereft of 
their money, without taking the trouble themr 
felves to employ the capi^ial; arjd who are upon 
that account willing tp, lend that capital to fuch 
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people of good credit as ate likely to keep it for 
fevcral years. A bank , indeed , which lends its 
money without the expenfe of ftampt paper, oC 
of attornies’ fees for drawing bonds and mort- 
gages , and which accepts of repayment upon the 
eafy terms of the banking companies of Scotland , 
would, no doubt, be a very convenient creditor 
to fuch traders and undertakers. But fuch trader# 
and undertakers would , fnrely , be mod incon- 
venient debtors to fuch a bank. 

It is now more than five-and-twcnty years lines 
the paper money ifliied by the different banking 
Companies of Scotland was fully equal, or ratber 
Was fomewhat more than fully equal , to what the 
circulation of the country could eafily abforb and 
employ. <Thofe companies , therefore, had fo long 
ago given all the affiflanceto the traders and other 
jondertakers of Scotland which it is poffible for 
banks and bankers , confidently with their own 
intered, to give. They had even done fomewfiat 
more. They had overtraded a little , and had 
brought upon themftlves that lofs, or at lead that 
diminution ofprofit, which in this particular bufinefs 
never fails to attend the fmalled degree of'over- 
trading.'Thofe traders and other undertakers, having 
got fo much afiidance from banks and bankers, 
wiflied to get dill more. The banks, they feem to 
have thought, could extend their credits to what- 
ever fum might be wanted, without incurring 
any other expenfe befides that-df a few reams of 
paper. They -complained of the contrafled views 
and dadarclly fpirit of tfie’ direilors of thbft 
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banks, Which did not, they laid, extend their 
credits in proportion to the exfenfion of the trade 
of the country; meaning, no doubt, by the 
extenhon of that trade the extenfion of their 
own projefls beyond what they could carry on , 
either with their own capital , or with what they 
had credit to borrow of private people in the 
iifual way of bond or mortgage. The banks, they 
feem to have thought, were in honor bound to 
fupply the deficiency, and to provide them.w'ith 
all the capital which they wanted to trade with. 
The banks , however, were of a different opinion , 
nnd upon their refufing to extend their credits , 
fome of thofe traders had recourfe to an expedient 
which, for a time, ferved their purpofe, though 
at' a much greater expenfe , yet as cffedlually as 
the utmofl extenfion of bank credits could have 
done. This expedient was no other than the 
well-known ffiift of drawing and re-drawing; the 
ifhift to which unfortunate traders have 'fometiraes 
recourfe' when they are upon the brink of bank- 
ruptcy; The pra^lice of railing money in this 
manner had been long known in England , and 
during the courfe of the late war, when the high 
profits of trade afforded’ a great temptation to 
over-trading, is faid to have been carried on t6 
a very great extent. From England it was brought 
iiito Scotland, where, in proportion to the ver^ 
limited "commerce, and' to the very moderate 
capital of the country, it was foon carried on t6 
a much greater extent than it ever had been in 
England. • ’ 
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The f>ra£lice of dravying and re- drawing 
fo well known to all men of bnfinefs , that it 
piay perhaps be thought unnecefl'ary to give an 
account of it. But as this book may come into 
the hands -of many people Vho are not men of 
Jbufinefs, and as the effe£ls of this pradtice upon 
the banking trade are not perhaps generally under- 
ftood even by men of biifinefs themfelves , I 
fhall endeavour tp explain it as difti^dhy as J 
can. 

The'CuBoms of rnerchants, which, were eflab- 
lifhed when the barbarous laws of Europe, did 
not enforce the performance of their cpntradis , 
and which during . the courfe of the - two laft 
centuries have been adopted in the laws qf all 
European nations, have given fuch extraordinary 
privileges to bills of exchange , that money is 
more readily advanced upon them , than upon 
any other fpecies of obligation; efpecially when 
they are made payable within fo Ihort a period 
as two or three months after their date. If,, when 
the bill becomes due, the accepter does npt pay 
it as foqn as it is prefented , he becomes from 
that moment a bankrupt. The bill is protefted, 
and returns upon the drawer, who, if he does not 
immediately pay it, becomes likewife.a bankrupt. 
If, before it carne to the perfon who. prplents it 
to the accepter for payment, it had paffed through 
the hands of feveral other perfons , ,.who had 
fucceflively advanced to one another the contents 
pf it either in money or goods , and who to 
exprefs that each of them had in his turn received 
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thofe contents , had all of them in their order 
endorfed, that is, written their names upon the 
back of the bill; each endorfer becomes in his turn 
liable to the owner of the bill for thofe contents , 
and, if he fails to pay, he becomes tpo from that 
moment a bankrupt. Though the drawer, accepter, 
and endorfers of the bill Ihould , all of them , be 
perfons of doubtful credit; yet ftill the ihortneffe 
of the date gives fome fecurity to the owner of the 
bill. Though all of them may he very likely to 
become bankrupts; it is a chance if they all become 
fo in fo fliart a time. The houfe is crazy , fays a 
.weary traveller to himfelf , and will not Hand very 
long; but it is a chance if it falls to-night, and t 
will venture, therefore, to fleep in it to-night. 

The trader A in Edinburgh, we fliall fuppofe, 
draws a bill upon B in London , payable two 
months after date. In reality B in London owes 
nothing to A in Edinburgh ; but he agrees to 
accept of As bill , upon condition that before 
the term of payment he fliall redraw tipon A in' 
Edinburgh for the fame fum , together with the 
inrereft and a commifiion , another bill , payable 
likewife two months after dare. B accordingly , 
before the expiration of the tirft tivo months, 
redraws this bill upon A in Edinburgh ; who 
again , before the expiration of the fecond two 
months, draws a fecond bill upon B in London, 
payable likewife two months after date ; and before 
the expiration of the third two months , B in 
.London re-draws upon A in Edinburgh another 
bill, payable alfo t\vo months after date. X^is 
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pra£Vice has fometrmes gone on , not only fot 
feveral months, but for f'everal ye.its together, the 
bill always returning upon A in Edinburgh , with 
the accumulated intereft and commilTion of all the 
former bills. The intereft was five per cent, in the 
year, and the commilRon was never lefs than one 
half per cent, on each draught. This commilTion 
being repeated more than fix times in the year, 
■whatever money A might raife by this expedient 
muft neccffarily have coft him fomething more 
than eight per cent, in the year, and fometimes a 
great deal more ; when either the price of the 
CommilTion happened to rife , or when he was 
obliged to pay compound intereft upon the in- 
tereft and commilTion of former bills. This prac- 
tice was called raifmg money by circulation. 

In a country where the ordinary profits of 
ftock in the greater part of mercantile projeils are 
fuppofed to run between fix and teh per cent. , it 
muft have been a very fortunate {peculation of 
Svhich the returns could not only repay the 
enormous expenfe at which the money was thus 
borrowed for carrying it on ; but afford , befides , 
a good furplus profit to the projedflor. Many vaft 
and extenfive projefls , however , were under- 
taken , and for feveral years carried on without any 
other fund to fupport them befides what was 
raifed at this enormous expenfe. The projeilors, 
no doubt, had in their golden dreams the moft 
diftin^l vifion of this great profit. Upon their 
awaking, however, either at the end of their pro- 
jects, or when they were no longer able to carry 
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them on, they very feldom, I believe, had the 
good fortune to find 

The bills which A . in Edinburgh drew upon B 
in Ldndon, he regularly difcounted two months 
before they were due with Tome bank or hanker 
in Edinburgh; and the bills which B in London 
re-drew upon A in tidin burgh , he as regularly 
difcounted either with the bank of England , or. 
with fome other bankers in London. Whatever 
was advanced upon fnch circulating bills, was, in 
Edinburgh , advanced in the paper of the Scotch 
banks, and in London, when they were difcounted 
at the bank of England , in the paper of that hank. 
Though the bills upon which this paper had been 
advanced , were all of them repaid in their turns as 

* The method defcribed in the text was by no means either 
the moft common or the moft expenfive one in which thofe 
adventurers fometimes raifed money by circulation. It frequently 
happened that A in Edinburgh would enable* B in London to pay 
the firft bill of exchange by drawing, a few days before it became 
due, a fecond bill at three ‘months date upon the fame B ia 
London. This bill, being payable to his own order, A fold in 
Edinburgh at par ; and with its contents purchafed bills upon 
London payable at fight to the order of B , to whom he fent 
them by the poft. Towards the end of the late war, the exchange 
between Edinburgh and London was frequently three per cent, 
againft Edinburgh , and thofe bills at fight muft frequently have coft 
A that premium. This tranfa&ion therefore being repeated at leaft 
four times in the year , and being loaded with a com miflion of a tleafi 
one half per cent, upon each repetition , muft at that period have coft 
A at leaft fourteen per cent, in the year. At other times A would 
enable B to difeharge the firft bill of exchange by drawing, *d few 
days before it became due, a fecond bill at two months ilnte s noji 
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foon as they became due; yetthe value which had 
been really advanced upon the hrft bill, was never 
teally returned to the banks which advanced it; 
becaufe, before each bill became due, another 
bill was always drawn to fomewhat a greater 
amount than the bill which was foon to be paid; 
and the difcounting of this other bill , was efl'en- 
tially necelfary towards the payment of that which 
was foon to be due* This payment, therefore, 
was altogether fi^litious. Theftream, which, by 
means of thofe circulating bills of exchange j had 
once been made to run out from the coffers of the 
banks , was never replaced by any ftream which 
really run into them. 

upon £, but upon fome third perfoii, C, for example, in London* 
This other bill was made payable to the order of B who , upon 
its being accepted by C, difeounted it with fome banker in 
London ; and A enabled C to difeharge it by drawing , a few- 
days before it became due a third bill, likewife at two months 
date, fometimes upon his firil; correfpondent B, and fome times 
upon fome fourth or fifth petfon, D or £, for example. This 
third bill was made payable to the order of C; who, as foon 
as it was accepted , difeounted it, in the fame manner with 
fome banker in London. Such operations being repeated at 
leaft fix times in the year, and being loaded with a commiffion* 
of at leafi: one-half per cent, upon each repetition , together, 
with the legal intereft of five per cent,- this method of raifing. 
money, in the fame manner as that deferibed in the text, mufL' 
liave coft A fomething more than eight per cent. By favingj. 
however , the exchange between Edinburgh and London , ib 
Vas lefs expenfive than that mentioned in the foregoing part 
of this notei but then it required an eftablished credit with; 
more hoiifes than one in London, an advantage, which raaiiy oL 
thefe adventurers could not always find it eafy tu procure. 
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The paper which was iffued upon thofe circulat- 
ing bills of exchange, amounted, upon many 
occalions, to the whole fund deltiiiedfor carrying 
on fome vaft and extenfive proje£I of agriculture, 
commerce, or manufa£lures; and not merely to 
that part of it which , had there been no paper 
motley, the projeflor would have been obliged to 
keep by him , unemployed and in ready money 
for anfwering occahoilal demands. The greater part 
t)f this paper was , confequently > over and above 
the value of the gold and filver which would have 
circulated in the country, had there been no paper 
money. It was over and above , therefore , what 
the circulation of the country oould eafily abforb 
and employ^ and upon that account, immediately 
returned upon the banks in order to be exchanged 
for gold and filver , which they were to find aa 
they could. It was a capital which thofe projeilora 
had Very artfully contrived to draw from thofe 
banks ^ not only without their knowledge or 
deliberate confent> but for fome time, perhaps, 
without their having the moft diilant fufpicion 
that they had really advanced it. 

When two people, who are continually drawing 
and re-drawing upon one another, difcount their 
bills always with the fame banker, he muft 
immediately difcover what they are about, and 
fee clearly that they are trading, not with any 
capital of their Own , but with the capital which 
he advances to them. But this difcovery is not 
altogether fo eafy when they difcount their bills 
fometimes with one banker, and fometimes with 


Digitized by Google 



, % THE NATURE AND CAUSES OF 

another, and vvlien the fame two perfons do not 
conftantly draw and re-draw upon one another , 
but occafionally run the round of a great circle of 
projedors, who find it for their interefl to affiR 
one another in this method of railing money , and 
to render it, upon that account, as difficult as 
poffible to diftinguifli between a real and a fifli- 
tious bill of exchange^ between a hid drawn by a 
real creditor upon a real debtor, and a bill for 
which there was properly no real creditor but the 
bank which difcounted it; noranyreal debtor but 
the projeflor who made ufe of the money. When a ' 
banker bad even .made this difcovery , lie might 
Ibmetimes make it too late , and might find that he 
had already difcounted the bills ofthofeprojeflori 
to fo great an extent, that, by refufingtodifcount 
any more, he would neceffarily make them all 
bankrupts, and thus, by ruining them, . might per- 
haps ruin himfelf. For his own intereft and fafety , 
therefore, he might find it necelTary , in this very 
^perilous fituation, to go on for fome time, 
endeavouring, however, to withdraw gradually , 
and upon that account making every day greater 
and greater difficulties about difcounting, in order 
to force thofe projeflors by degrees to have rer 
courfe, either to other bankers, or to other methods 
of raifing money ; fo as that he himfelf might , 
as foon as poffible , get out pf the circle. The 
difficulties, accordingly, which the bank of Eng- 
land, which the principal bankers in London, 
and which even the more prudent Scotch banks 
began, after a certain time, and when all of them 

bad 
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bad already gone too far, to make about dif- 
counting, not only alarmed , but enraged in the 
higheft degree thofe projediors. Their owa 
diftrefs , of which this prudent and necelTary re- 
ferve of the banks was , no doubt , the immediate 
pccafion , they called the diftrefs of the country; 
and this diftrefs of the country, they faid, was 
altogether owing to the ignorance, pufillanimity, 
and bad condudf of the banks, which did not 
give a fufficiently liberal aid to the fpirited un- ‘ 
dertakings of thofe who exerted themfelves in 
order to beautify, improve, and enrich the coun- 
try. It was the duty of the banks, they feemed 
to think, to lend for as long a time, and to as 
great an extent as they might wifli to borrow. 
The banks , however , by refufing in this manner 
to give more credit to thofe, to whom they had 
already given a great deal too much , took the only 
method by which it was now pofftble to fave either 
their own credit, or the public credit of the country. 

In the midft of this clamor and diftrefs, a 
new bank was eftabliflied in Scotland for the 
exprefs purpofe of relieving the diftrefs of the 
country. The defign was generous; but the 
execution was imprudent, and the nature and 
caufes of the diftrefs which it meant to relieve, 
were not, perhaps, well underftood. This bank 
was more liberal than any other had ever been, 
both in granting cafh accounts , and in difcount- 
ing bills of exchange. With regard to the latter, 
it feems to have made fcarce any diftin^ion be- 
tween real and circulating bills, but to hit* 
PV. of N: 0. 5 
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difcounted all equally. It was the avowed princi- 
ple of this bank to advance , upon any reafoh- 
able fecurity, the whole capital which was to be 
employed in thofe improvements of which the 
returns are the mofl flow and diftant, fuch as the 
improvements of land. To promote fuch im-*^ 
provements was even faid to be the chief of the 
public fpirited purpofes for which it was infti- 
tuted. By its liberality in granting cafh ac- 
counts, and in difcounting bills of exchange, it^ 
no doubt , iffned great quantities of its bank 
notes. But thofe bank notes being, the greater 
part of them , over and above what the circula- 
tion of the country could eafily abforb and em- 
ploy, returned upon it, in order to be exchanged 
for gold and filver, as fafl as they were iffned. Its 
coffers were never well filled. The capital which 
had been fubfcribed to this. bank at two different 
fubfcriptions , amounted to one hundred and fixty 
thoufand pounds, of which eighty per cent, only 
was paid up. This fum ought to have been paid 
in at feveral different inftalments. A great part of 
the proprietors , when they paid in their firft inflal- 
tnent, opened a cafli account with the bank; and the 
direflors , thinking themfelves obliged to treat their 
own proprietors with the fame liberality with which 
they treated all other men , allowed many of them 
to borrow upon this cafh account what they paid in 
upon all their fubfequent inftalments. Such pay- 
ments , therefore , only put into one coffer , what 
had the moment before been taken out ofanbther. 
But had the coffers of. this bank been filled ever fo 
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well , its excefllve circulation muft have emptied 
them fafter than they could have been replenilhed by 
any other expedient but the ruinous one of draw- 
ing upon London, and when the bill became 
due, paying it, together with intereft and com- 
miffion, by another draught upon the fame place. 
Its coffers having been filled fo very ill, it isfaid 
to have been driven to this refource within a very 
few months after it began to do bufmefs. The 
cftates of the proprietors of this bank were worth 
feveral millions, and by their fubfcription to the 
original bond or contrail of the bank , were really 
pledged for anfwering all its engagements. By means 
of the great credit which fo great a pledge necef- 
farily gave it, it was, notwithftanding its too libe- 
ral conduit , enabled to carry on bufmefs for niore 
than two years. When it was obliged to flop , it 
had in the circulation about two hundred thoufand 
pounds in bank notes. In order to fupport the cir- 
culation of thofe notes , which were continually 
returning upon it.as faft as they were iffued , it had 
been conftantly in the praflice of drawing bills of 
exchange upon London, of which the number 
and value were continually increaling , and , when 
it ftopt, amoutited to upwards of fix hundred 
thoufand pounds. This bank, therefore, had, 
in little more than the courfe of two years, ad- 
vanced to different people upwards, of eight 
hundred thoufand pounds at five; per cent. 
Upon the two hundred thoufand pounds which 
it circulated in bank notes , this five ,per cent, 
might perhaps, be coofidered as clear gain, 
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without any other dedudlion bcfides the expenfe 
of management. But upon upwards of fix hundred 
thoufand pounds, for which it was continually 
drawing bills of exchange upon London , it was 
paying, in the way of intereft and commiflion, 
upwards of eight per cent. , and was confequently 
loling more than three per cent, upon more than 
three-fourths of all its dealings. 

The operations of this bank feem to have pro- 
duced effefls quite oppofite to thofe which were 
intended by the particular perfons who planned 
and dire£ied it. They feem to have intended to 
fupport the fpirited undertakings, for as fuch 
they confidered them , which were at that time 
carrying on in different parts of the country; 
and at the fame time, by drawing the whole 
banking bufmefs to themfelves, to fiipplant all 
the other Scotch banks; particularly thofe eftab- 
Kllied at Edinburgh , whofe backwardnefs in 
difcounting bills of exchange had ^ given fome 
offence. ' This ’bank, no doubt, gave fome tem- 
porary relief to thofe projeflore, and enabled 
them to carry on their projefls for about two 
years longer than they could otherwife have done. 
But it thereby only enabled them to get fo much 
deeper into debt, fo that when ruin came, it fell 
fo much the heavier both upon them and upon 
their creditors. The operations of this bank, 
therefore, inffead of relieving, in reality aggra- 
vated in the long-run the diftrefs which thofe 
projeflors had brought both upon themfelves 
and upon thsir country. It would have been 
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. much better for themfelves , their creditors and 
their country , had the greater part of them been 
obliged to ftop two years fooner than tliey 
aflually did. The temporary relief, however, 
which this bank . afforded to thofe projeflors, 
proved a real and permanent relief to the other 
Scotch banks. All the dealers in circulating bills 
of exchange, which thofe other banks had become 
fo backward in difcounting, had recourfe to this 
new bank , where they were received with open 
arms. Thofe other banks , therefore , were ena- 
bled to get very eafily out of that fatal circle , from 
which they could not otherwife have difengaged 
themfelves without inciirring a confiderable lofs, 
and perhaps too even fome degree of difcredit. 

In . the long-run , therefore, the operations of 
this bank increafed the real diftrefs of the coun- 
try which it meant to relieve; and effeflually re- 
lieved from a very great diftrefs thofe rivals whom 
it meant to fupplant. 

At the firft fetting out of this bank, it was 
the opinion of fome people ; that how fall foever 
its coffers might be emptied, it might eafily 
replenifli them by raifing money upon the fecuri- 
ties of thofe to whom it had advanced its paper. 
Experience , I believe , foon convinced them that 
this method of raifing money was by much too 
flow to anfwer their purpofe; and that coffers 
which originally were fo ill filled, and which 

. emptied themfelves fo very fall, could be re- 
pleniflied by no other expedient but the ruinous 
one of drawing bills upon London, and when^ 
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they became due , paying them by other draughts 
upon the fame place with accumulated intereft 
and commiffion. But though they had been 
able .by this method to raife money as fall as 
they wanted it ; yet inftead of making a profit, 
they muft have fuffered a lofs by every fuch ope- 
ration; fo that in the long-run they muft have 
ruined themfelves as a mercantile company , 
though, perhaps, not fo foon as by the more 
cxpenfive pra£lice of drawing and re-drawing. 
.They could Bill have made nothing by the in- 
tereft of the paper , which , being over and above 
what the circulation of the country could abforb 
and employ , returned upon them , in order to be 
exchanged for gold and filver , as faft as they 
ilTued it, and for the payment of which they 
were themfelves continually obliged to borrow 
money. On the contrary , the whole expenfe of 
this borrowing , of employing agents to look out 
for people who had money to lend , of negotiating 
with thofe people , and of drawing the proper 
bond or afiignment, muft have fallen upon them, 
and have been fo much clear lofs upon the ba- 
lance of their accounts. The projefl of replenifh- 
ing their coffers in this manner may be compared 
to that of a man who had a water-pond from 
which a ftream was continually running out, and 
into which no ftream was continually running, 
but who propofed to keep it always equally full 
by employing a number of people to go conti- 
nually .with buckets to a well at fome miles dift- 
ance in order to bring water to replenifli it. 
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Hot though this operation had proved , • not 
only pra£Ucable , bat profitable to the bank as a 
mercantile company , yet the country could have 
derived no benefit from it; but, on the con- 
trary , mult have fuffered a very confiderable lofs 
by it. This operation could not augment in the 
fmalleft degree the quantity of money to be lent. 
It could ' only have erefled this bank into a fort 
of general loan office for the whole country. 
Thofe who wanted to borrow , mult have applied 
to this bank, inflead of applying to the private 
perfons who had lent it their money. But a 
bank which lends money,* perhaps , to five hundred 
different people, the greater part of whom its 
direflors can know very little about, is not likely 
to be more judicious in the choice of its debtors, 
than a private perfon who lends out his money 
among a few’ people whom he knows, and in 
whofe^fober and frugal condufl he thinks he has 
good reafon to confide. The debtors of fuch a 
bank, as that whofe condufl I have been giving 
fome account of, were likely the greater part of 
them, to be chimerical projeflors, the drawers 
and re-drawers of circulating bills of exchange, who 
would employ the money in extravagant undertak- 
ings, which , with all the affiftance that could be 
given them , they would probably never be able to 
complete, and which, iftheylhould be completed, 
wouldneverrepaytheexpenfewhich they had really 
coft, would never afford a fund capable of maintain- 
ing a quantity of labor equal to that which had been 
employed about them. The fober and frugal debtors 
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of private perfons, on the contrary, would be 
mor^ likely to employ the money borrowed in fobet 
undertakings which were proportioned to their 
capitals , and which , though they might have lefs 
^ of the grand and the marvellous , would have more 
of the folid and the profitable , which would repay 
with a large profit whatever had been laid out 
upon them , and which would thus afford a fund 
capable of maintaining a much greater quantity of 
labor than that which had been employed about 
them. The fuccefs of this operation, therefore, 
without increafing in the fmalleft degree the capi- 
tal of the country , would only have transferred a 
great part of it from prudent and profitable , to 
imprudent and unprofitable undertakings. 

That the induftry of Scotland languiflied for 
want of money to employ it, was the opinion of 
the famous Mr. Law. By eftablilhing a bank of 
a particular kind, which he feems to have ima- 
gined might iffue paper to the amount of the 
whole value of all the lands in the country , he 
propofed to remedy this want of money. The 
parliament of Scotland , when he firft propofed 
his project , did not think proper to adopt it. It 
was afterwards adopted , with fome variations , 
by the duke of Orleans , at that time regent of 
France. The idea of the poffibility of multi- 
plying paper money to almoft any extent, was 
the real foundation of what is called the Mif- 
fifippi fcheme , the moft extravagant project 
both .of banking and ftock -jobbing that, per- 
haps , the world ever faw. The different 
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^operations of this fcheme are explained fo fully , 
fo clearly , and with fo much order and diflinflnefs, 
by Mr, Du Verney, in his Examination of the 
Political Refleflions upon Commerce and Finances 
of Mr. Du Tot, that I lhall not give any account of 
them. The principles upon which it was founded 
are explained by Mr. Law himfelf, in a difcouric 
concerning nioney and trade , which he publiflied 
‘ in Scotland when he firft propofed his projefl. The 
fplendid , but vilionary ideas which are fet forth in 
that and feme other works upon the fame principles, 
ftill continue to make an impreflion upon many 
people, and have, perhaps, in part, contributed 
to that excefsof banking, which has of late been 
complaimed of bo thin Scotland and in other places. 

The bank- of England is the greateft bank of cir- 
culation in Europe. It was incorporated, in pur- 
fuance of an ad of parliament , by a charter under 
the great feal, dated the 27 th of July , 1694. It at 
that time advanced to government the fum of one 
million two hundred thoufand pounds, for an 
annuity of one hundred thoufand pounds ; or for 
96,000 /. a year intereft , at the rate of eight per 
cent., and 4,000 /. a year for the expenfe of manage- 
ment. The credit of the new government, eftablilhed 
by the Revolution, we may believe, muft have 
.been very low , when it was obliged to borrow at 
,fo high an intereft. 

: In 1697 the bank was allowed to enlarge its 
capital ftock by an ingraftment of 1,001,171 /. 10 s» 
Its whole capital ftock, therefore amounted at this 
time to 2,201,171 /. 10 s. This ingraftment is faidtp 
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have been for the fupport of public credit. la 
i69f), tallies had been at forty , and fifty, and fixty 
' per cent difcount, and bank notes at twenty per 
cent.* During tlie great recoinage of the filver, 
which was going on at this time , the bank had 
thought proper to difcontinue the payment of it* 
notes , which neceflarily occafioned their difcredit. 

In purfuance of the ;th Anne, c. vii. the bank 
advanced and paid into the exchequer, the fum of 
400,000 /. ; making in all the futn of 1,600,000 L 
which it had advanced upon its original annuity . 
of 96,o(X5 /• intereft and 4,000 /. for expenfe of 
management. In 1708^ therefore, the credit of 
government was as good as that of private perfons, 
fince it could borrow at fix per cent, intereft, the 
common legal and market rate of thofe times. In 
yjurfuance of the fame a£l , the bank cancelled ex- 
chequer bills to the amount of 1,775,027/. 17 5. io|dl 
at fix per cent, intereft , aifd was at the fame time 
allowed to take in fubfcriptions for doubling its 
capital. In 1708, therefore, the capital of 
the bank amounted to 4,402,343 /. \ and it 
had advanced to government the fum of 

■3,375,027 /. 17 < 3 ^* 

By a call of fifteen per cent, in 1709, there 
was paid in and made ftock 656,204 /. 1 9 </.; 

and by another of ten per cent, in 1710, 
501,448 /. 12 5. 11 In confequence of thofe 
two calls , therefore , the bank capital amounted 
to 5,559,995 /. 14 8 cf. 

* James Poftlethwaite’s Hiftory of the Public Revenue, ’ 
pas® 501. 
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In purfuance of the 3 d George I. c. 8. the 
bank delivered up two millions of excheqner bills 
to be cancelled. It had at this time , therefore , 
advanced to government 5,37^02^V. 17 s. 10 d. 
In purfuance of the 8th George I. c. ai. the 
bank purchafed of the South Sea Company , flock 
to the amount of 4,000,000 /.; and in 1722, in 
confequence of the fubfcriptions which it had 
taken in for enabling it to make this purchafe, 
its capital flock was increafed by 3,400,000 /. 
At this time, therefore, the bank had advanced to 
the public 9,375,027 /. 17 s. io| rf.j and its capi- 
tal flock amounted only to 8 ,g 5 g,gg 3 /. 14 s.%d. 
It was upon this occafion that the fum which 
the bank had advanced to the public , and for 
which it received interefl , began firfl to exceed 
its capital flock, or the fum for which it paid a 
dividend to the proprietors of bank flock, or, in 
other words , that the bank began to have an un- 
divided capital , over and above its divided one. 
It has continued to have an undivided capital of 
the fame kind ever fince. In 1746, the bank 
had , upon different occafions , advanced to the 
public 11,686,800 1 . and its divided capital had 
been raifed by different calls and fubfcriptions to 

10.780.000 /. The flate of thofe two fums has con- 
tinued to be the fame ever fince. In purfuance of 
the 4th of George III. c. 25 . the bank agreed to 
pay to government for the renewal of its charter 

1 10.000 /. without interefl or repayment. This fum, 

therefore, did not increafe either of thofe two ' 
other fums. ' • ' • ' 
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. The dividend of the bank has varied accord- 
ing to (he variations in the rate of the intereft 
which it has, at different times, received for the 
money it had advanced to the public, as well as 
according to other circumftances. This rate of 
interell has gradually been reduced from eight 
to three per cent. For fame years paft the 
bank dividend has been at five and a half per 
cent. 

- The liability of the bank of England is equal 
to that of the Britilh government. All that it has 
advanced to the public muft be loft before its 
creditors can fuftain any lofs. No other bank- 
ing company in England can be eftabliihed by 
a£l of parliament, or can confiftof more than fix 
members. It a 61 s, not only as an ordinary bank, 
but as a great engine of ftate. It receives and 
pays the greater part of the annuities which are 
due to the creditors of the public , it circulates 
exchequer bills, and it advances to government 
the annual amount of the land and malt taxes , 
which are frequently not paid up till fome years 
thereafter. In thofe different operations , its duty 
to the public may fometimes have obliged it, 
without any fault of its dire£lors , to overftock the 
circulation with paper money. It likewife dif- 
counts merchants bills , and has, upon feveral dif- 
ferent occafiohs , fupported the credit of the prin- 
cipal houfes, not only of England , but of Ham- 
burgh and Holland. Upon one occafion, in 1763, 
it is laid to have advanced for this purpofe , in 
one week , about '1,600,000 1 . j a great part of it 
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in bullion. I do not^ however, pretend to war-J 
rant either the greatnefs of the fum, or the fliort- 
nefs of the time. Upon other occafions, this great 
company has been reduced to the neceffity of 
paying in lixpences. 

It is not by augmenting the capital of the 
country, but by rendering a greater part of that 
capital aflive and productive than would other- . 
wife be fo, that the moft judicious operations of 
banking can increafe' the induftry of the country. 
That part of his capital which a dealer is 
obliged to keep by him unemployed, and in 
ready money for anfwering occafional demands, 
is fo much dead flock, which, fo long as it re- 
mains in this fituation, produces nothing either 
to him or to his country. The judicious opera-' 
tions of banking enable him to convert this dead 
flock into aClive and productive flock j into ma- 
terials to work upon, into tools to work with 
^ and into^provifiohs and fubfiflence to work for j 
into ftock which produces fomething both to 
himfelf and to his country.' The gold and filver 
money which circulates in any country , and by 
means of which the produce of its land and la- 
bor is annually circulated and diflributed to 
the proper confumers , is , in the fame manner as 
the ready money of the dealer, all dead flock. 
It is a very valuable part of the capital of the 
country , which produces nothing to the country. 
The judicious operations of banking, by fubfli** 
tuting paper in the room of a great part of thU 
gold and filver , enables the country to convert a 
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great part of this dead Itock into adiive and pro- 
duflive ftock; into Rock which produces fome- 
thing to the country. The gold and filver mo- 
ney which circulates in any country may very 
properly be compared to a highway , which , 
while it circulates and carries to market all the 
grafs and corn of the country , produces itfelf not 
a fingle pile of either. The judicious operations 
of banking, by providing, if 1 may be allowed 
fo violent a metaphor, a fort of waggon-way 
through the air ; enable the country to convert 
as it were, a great part of its highways into good 
paRures and corn-fields, and thereby to increafe 
very confiderably the annual produce of its land 
and labor. The commerce and induRry of the 
country , however , it muR be acknowledged , 
though they may be fomewhat augmented , can- 
not be altogether fo fecure , when they are thus , 
as it were , fufpended upon the Daedalian wings 
of paper money as when they travel about upon 
the folid ground gf gold and filver. Over and 
above the accidents to which they are expofed 
from the unfkilfulnefe of the conduJiors of this 
paper money , they are liable to feveral others , 
from which no prudence or ikill of thofe con- 
dudors can guard them. 

An unfuccefsful war, for example, in which 
the enemy got pofleffion of the capital , and con- 
fequently o^ that treafure which fupported the 
credit of .the paper money , would occafion a 
much greater confufjon in a country where the 
whole circulation was carried on by paper , than 
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in one where the greater part of it was carried on 
by gold and filver. The ufual inArument of 
commerce having loft its value, no exchanges 
could be made but either by barter or upon cre- 
dit. All taxes having been ufually paid in 
paper money , the prince would not have where- 
withal either to pay his troops, or to furnifh his 
magazines; and the ftate of the country would 
be much more irretrievable than if the greater 
part of its circulation had confifted in gold and 
filver. A prince, anxious to maintain his domi- 
nions at all times in the ftate in which he can 
moft eafily defend them , ought , upon this ac- 
count , to guard , not only again ft that exceftive 
multiplication of paper money which ruins the 
very banks which iffue it ; but even againll that 
multiplication of it, which enables them to fill 
the greater part of the circulation of the country 
with it. 

The circulation of every country may be con- 
Tidered as divided into two different branches ; 
the circulation of the dealers with one another , 
and the circulation between the dealers and the 
confumers. Though the fame pieces of money i 
whether paper or metal , m,ay be employed fome- 
times in the one circulation and fometimes in the 

% 

other , yet as both are conftantly going on at the 
fame time , each requires a certain ftock of mo- 
ney of one kind or another, to carry it on. The 
valu^. of the goods circulated between the differ- 
ent dealers , never can exceed the value of thofe 
circulated between the dealers and the confumers; 
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whatever is bought by the dealers , being 
ultimately deftined to be fold to the confumers. 
The circulation between the dealers , as it is car- 
ried on by wholefale , requires generally a pretty 
large Ibm for every particular tranfaflion. That 
between the dealers and the confumers, on the 
contrary , at it is generally carried on by retail^ 
frequently requires but very fmall ones, a fiiil- 
ling, or even a halfpenny, being often fufficient. 
But fmall fums circulate much faller than large 
ones. A (billing changes mailers ‘ more fre- 
quently than a guinea , and a halfpenny more 
frequently than a fliilling. Though the annual 
purchafes of all the confumers, therefore, are at 
leaR equal in value to thofe of all the dealers , 
they can generally be tranfa£led with a much 
fmaller quantity of money ; the fame pieces , by 
a ' more rapid circulation , ferving as the inllru- 
ihent of many more purchafes of the one kind 
than of the other. 

Paper money may be fo regulated , as either 
to confine itfelf very much to the circulation be- 
tween the different dealers, or to extend itfelf 
likewife to a great part of that between the deal- 
ers and the confumers. Where no bank notes 
ace circulated under ten pounds value, as in 
London , paper money confines itfelf very much 
to the circulation between the dealers. When a 
ten pound bank note comes into the hands of a 
confumer , he is generally obliged to change it at 
the firft (hop where he^ has occalion to purchafe 
five (hillings worth .of goods, fo. that it often 

returns 
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returns into the hands of a dealer, before the con- 
fumer has fpent the fortieth part of the money. 
Where bank notes are iffued for fo fmall fums as 
twenty fliillings, as in Scotland , paper money 
extends itfelf to a confiderable part of the circula- 
tion between dealers and con fumers. Before the a6I 
of parliament) which put a ftop to the circulation of 
ten and five fliilling notes , it filled a fiill greater part 
of that circulation. In the currencies of North Ame- 
rica, paper was commonly iffued for fo fmall afum 
as a Ihilling, and filled almoft the whole of that 
circulation. In fome paper currencies of Yorkfhire, 
it was iffued even for fo fmall a fum as fixpence. 

Where the ifluing of bank notes for fuch very 
fmall fums is allowed and commonly praflifed , 
many mean people are both enabled and encouraged 
to become bankers. A perfon whofe promiffory 
note for five pounds , or even for twenty fliillings, 
would berejefled by every body, will get it to be 
received without fcruple when it is iflued for fo fmall 
a fuJm as a fixpence. But the frequent bankruptcies 
' to which fuch beggarly bankers muft be liable, may 
occafion a very confiderable inconveriiency , and 
fometimes even a very great calamity to many poor 
people who had received their notes in payment. 

It were better, perhaps, that no bank notes 
were iffued in any part of the kingdom forafmal- 
ler fum than five pounds. Paper money would 
then, probably, confine itfelf , in every part of 
the kingdom , to the circulation between the dif- 
ferent dealers , as much as it does at prefent in 
London, where no bank notes are iffued under ten 
PV. oj N . ' a. 6. 
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pounds value hve pounds being , in molt parti 
of the kingdom , a fum which, though it will 
purchafe, perhaps, little more than half the quan- 
tity of goods, is as much confidered , and is as 
feldom fpent all at once, as ten pounds areamidfi 
the profufe expenfe of London. 

Where paper money, it is to be obferved , is 
pretty much confined to the circulation between 
dealers and dealers, as at London, there is always 
plenty of gold and iilver. Where it extends itfelf 
to a coriliderable part of the circulation between 
dealers and confumers , as in Scotland , and Hill 
morein North America, it baniflies gold and ftlver 
almofl entirely from the country ; almofl all the 
ordinary tranfaflions of its interior commerce be- 
ing, thus carried on by paper. The fuppreffion of 
ten and five (hilling bank notes, fomewhat reliev- 
ed the fcarcity of gold and filver in Scotland ; 
and thefupprelfion of twenty fliil ling notes, would 
probably relieve it Hill more. Thofe metals are faid 
to have become more abundant in America, lince 
the fuppreffion of fome of their paper- currencies. 
They are faid, likewife, to have • been more 
abundant before the iiiHitution of thofe currencies^ 
Though paper money fhould be pretty much 
confined to the circulation between dealers and 
dealers, yet banks and bankers might Hill be able to 
give nearly the fame afhHance to the induHry and 
commerce of the country, as they had done when 
paper money filled almoH the whole circulation. 
The ready money which a dealer is obliged to 
keep by him , for anfwering occafional demands, 
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is deftined altogether for the circulation between 

himfelf and other dealers, of whom he buys goods. 
He has no occafion to keep any by liim for the 
circulation between himl'elf and the confumers^ 
Who are his cullomers , and who bring ready 
money to him, inflead of taking any from him^ 
Though no paper money , therefore was allowed 
to be iffued j but for fuch fums as would confine 
it pretty much to the circulation between dealers 
and dealers; yet, partly by difcouiuing real bills 
of exchange, and partly by lending upon cafh 
accounts, banks and bankers might flill be able 
to relieve the greater part of thofe dealers from 
the neceflity of keeping any confiderable part of 
their flock by them, unemployed and in ready 
money , for anfwering occafional demands. They 
might flill be able to give the utmoft alTiftance 
which banks and bankers can, with propriety, 
give to traders of every kind* 

To reftrain private people , it may be faid , 
from receiving in payment the promilTory notes 
of a banker, for any fum whether great or fmall, 
when they themfelves are willing to receive them ; 
or , to reftrain a banker from ilTuing fuch notes , 
when all his neighbours are willing to accept of 
them, is a manifeft violation of that natural liberty 
which it is the proper bufinefs of law, not to 
infringe, but to fupport. Such regulations may, 
no doubt, be confidered as in fome fefpefl a vio- 
lation of natural liberty* But thofe exertions of 
the natural liberty of a few individuals, which 
might endanger the fecurity of the whole fociety, 
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are , and ought to be , retrained by the laws of 
all governments ; of the mod free , as well as of 
the mod defpotical. The obligation of building 
party, walls, in order to prevent the communication 
of fire is a violation of natural liberty , exaflly of 
the fame kind with the regulations of the banking 
trade which are here propofed. 

A paper money confiding in bank notes, iffued 
by people of undoubted credit, payable upon de- 
mand without any condition, and in fa6l always 
readily paid as foon as prefented , is , in every 
refpefl , equal in value to gold and filver money; 
fince gold and filver money can at any time be had 
for it. Whatever is either bought or fold for 
fuch paper, mult neceflarily be bought or fold as 
cheap as it could have been for gold and filven 

The increafe of paper money , it has been faid, 
by augmenting the quantity, and confequently 
diminifliing the value of the whole currency, 
neceffarily augments the money price of commo- 
dities. But as the quantity of gold and filver, 
which is taken from the currency , is always equal 
to the quantity of paper which is added to it, 

' paper money does not neceflarily increafe the quan- 
tity pf the whole currency. From the beginning 
of the laft century to the prefent time , provifions 
never were cheaper in Scotland than in i75g, 
though , from the circulation of ten and five lliil- 
ling bank notes, there was then more paper mpney 
in the country than at prefent. The proportion 
between the price of provifions in Scotland and 
that in England , is the fame now as before the. 
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f^reat multiplication of banking companies in 
Scotland. Corn is upon moft occafions fully as 
cheap in England as in France ; though there is a 
great deal of paper money in England, and fcarce 
any in France. In 1751 and in 1752 , when 
Mr. Hume publilhed his Political Difcourfes, and 
foon after the great multiplication of paper money 
in Scotland , there was a very fenfible rife in the 
price of provifions, owing, probably, to the bad- 
nefs of the feafons , and not to the multiplication 
of paper money. 

It would be otherwife , indeed , with a paper 
money confifting in promilTory notes, of which 
the immediate payment depended, in any refpe£l; 
either upon the good will of thofe who ilTued 
them ; or upon a condition which the holder of 
the notes might not always have it in his power 
to fulfil ; or of which the payment was not exigible 
till after a certain number of years , and which in 
the mean time bore no intereft. Such a paper 
money would , no doubt, fall more or lefs below 
the value of gold and filver, according as the 
difficulty or uncertainty of obtaining immediate 
payment was fnppofed to be greater or lefs; or 
according to the greater or lefs diftance of time 
at which payment was exigible. 

Some years ago the different banking companies 
of Scotland were in the prailice of inferting into 
their bank notes, what they called an Optional 
Claufe, by which they promifed payment to the 
bearer, either as foon as the note fliould be pre- 
fented , or, in the option of the dire^lors , fix 
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hionths after fuch prefentrrxent, together with the 
legal interefl for the faid fix months. The 
direflors of fome of thofe banks fometimes took 
advantage of this optional claufe, and fometimes 
threatened thofe who demanded gold and hlver 
in exchange for a confiderable number of their 
notes, that they would take advantage of it , un- 
^ lefs fuch demanders would content themfelves with 
a part of what they demanded. The promiffory 
notes of thofe banking companies conftituted at 
that time the far greater part of the currency of 
Scotland , which this uncertainty of payment 
neceffarily degraded below the value of gold and 
•filver money. During the continuance of this abufe 
(which prevailed chiefly in 176?, ^ 7 ^ 3 , and 1764), 
while the exchange between London and Carlifle 
was at par, that between London and Dumfries 
would fometimes be four per cent, againft Dum- 
fries, though this town is not thirty miles diftant 
from Carlifle. But at Carlifle , bills were paid in 
gold and filver; whereas at Dumfries they were 
paid in Scotch bank notes, and the uncertainty of 
getting thofe bank notes exchanged for gold and 
^Iver coin had thus degraded them four per cent. 
Velow the value of that coin. The fame afl of 
parliament which fuppreffed ten and five fliillir^g 
bank notes , fappreffed likewife this optional claufe, 
'and thereby reftored the exchange between Erig-r 
land and Scotland to its natural rate, or to whit 
the courfe of trade and ternittances might happeA 
to niake it^ 

In the p4pep currencies of Yorkfliirc', the 
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payment of fo fmall a fum as fixpence fometimes 
depended upon the condition that the holder of 
the note fliould bring the change of a guinea to 
the perfon who iflued it; a condition, which the 
holders of fuch notes might frequently find it very 
difficult to fulfil, and which muft have degraded 
this currency below the value of gold and filver 
money. An aflofparliament, accordingly, declared 
all fuch claufes unlawful , .and fupprefled , in the 
fame manner as in Scotland, all promilTory notes, 
payable to the bearer, under twenty {hillings value. 

The paper currencies of North America confifted 
not in bank notes payable to the bearer on de- 
mand , but in a government paper, of .which 
the payment was not exigible till feveral years 
after it was ilTued: And though the colony go- 
vernments paid no intereA to the holders of this 
paper, they declared it to be , and in fail rendered 
it, a legal tender of payment for the full value 
for which it was iffued. But allowing the colony 
fecurity to be perfe£Uy good , a hundred pounds 
payable fifteen years hence, for example,, in a 
country where intereA is at fix per-cent, is worth 
little more than forty pounds ready money. To 
oblige a creditor , therefore , to accept of this as 
fulf payment for a debt of a hundred pounds 
a£lually paid down in ready money, was an a£f 
of fuch violent injuAice, as has fcarce, perhaps, 
been' attempted by the government of any other 
country which pretended to be free. It bears the 
evident marks of having originally been , what 
the honeA and downright Dodor Douglas allures 
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us it was, a fcheme of fraudulent debtors to cheat 
their creditors. The government of Pennfylvania, 
indeed, pretended, upon their firft emilfion of 
paper money, in 1722, to render their paper of 
equal value with gold and filver , by enafling 
penalties againft all thofe who made any difference 
in the price of their goods when they fold them for 
a colony paper, and when they fold them for 
gold and filver; a regulation equally tyrannical, 
but much lefs effeflual than that which it was 
meant to fupport. ' A pofitive law may render a 
{billing a legal tender for a guinea; becaufe it 
may direfl the courts of juftice to difcharge the 
debtor who has made that tender. But no pofitive 
law can oblige a perfon who fells goods , and who 
is at liberty to fell or not to fell, as he pleafes, 
to accept of a (hilling as equivalent to a guinea 
in the price of them. Notwithftanding any regu- 
lation of this kind , it appeared by the courfe of 
exchange with Great Britain , that a hundred 
pounds fterling was occafionally conlidered as 
equivalent, in fome of the colonies , to a hundred 
and thirty pounds, and in others to fo great a 
fum as eleven hundred pounds currency; this dif- 
- ference in the value arifing from the difference in 
the quantity of paper emitted in the different 
colonies, and in the diftance and probability of 
the term of its final difcharge and redemption. 

j\o law, therefore, could be more equitable 
than the afl of parliament , fo unjuftly complained 
of in the colonies, which declared that no paper 
currency to be emitted there in time coming , 
(bould a legal tender of payment. 
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Pennfylvania was always more moderate in its 
emilfions of paper money than any other of our 
colonies. Its paper currency accordingly is fai'd 
never to have funk below the value of the gold 
and filver which was current in the colony before 
the flrft emiflion of its paper money. Before that 
emiflTion , the colony had raifed the denomination 
of its coin, and had, by afl of alTembly , ordered 
five {hillings fterling to pafs in the colony for fix 
and three-pence , and afterwards for fix and eight- 
pence. A pound colony currency , therefore , even 
when that currency was gold and filver , was 
more than thirty per cent, below the value of a 
pound flerling, and when thatcurrency was turned 
into paper , it was feldom much more than thirty 
per cent, below that value. The pretence for 
raifing the denomination of the coin, was to 
prevent the exportation of gold and filver, by 
making equal quantities of thofe metals pafs for 
greater fums in the colony than they did in the 
mother countIy^ It was found, however, that 
the price of all goods from the mother country 
rofe exaflly in proportion as they raifed the deno- 
mination of their coin , fo that their gold and filver 
were exported as faft as ever. ' 

The paper of each colony being received in the 
payment of the provincial taxes , for the full value 
for which it had been ilTued, it neceflarily derived 
from this life fome additional value, over and 
above what it would have had, from the real 
or fuppofed difiance of the term of its final 
difcharge and redemption. This additional valu« 
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was j^reater or lefs , according as the quantity of 
paper ifTued was more or lefs above what could 
be employed in the payment of the taxes of th# 
particular colony which iffued it. It was in all 
the colonies very much above what could be 
employed in this manner. 

A prince, who fliould enafl that a certain 
proportion of his taxes fliould be paid in a paper 
money of a certain kind, might thereby give a 
certain value to this paper money ; even though 
the term of its final difeharge and redemption 
fliould depend altogether upon the will of the 
prince. If the bank which iffued this paper 
was careful to ‘ keep the quantity of it always 
fomevvhat below what could eafily be employed 
in this manner, the demand for it might be fuch 
as to make it even bear a premium , or fell for 
fomevvhat more in the market than the quantity 
of gold OF filver currency for which it was iffued. 
Some people account in this manner for what is 
called the Agio of the bank of Amflerdam , or 
for the fuperiority of bank money over current 
money ; though this bank money, as they pretend, 
cannot.be taken out of the bank at the will of 
the owner. The greater part of foreign bills of 
exchange mufl be paid in bank money , that is, 
by a transfer in the books of the bank ; and the 
direflors of the bank, they alledge, are careful to 
keep the whole quantity of bank money always 
below what this ufe occafions a demand for. It 
is upon this account, they fay, that bank money 
fells for a premium , or bears an agio of four or 
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five per cent, above the fame nominal fum of 
the gold and filver currency of the country. 
This account of the bank of Amfterdam , however, 
it will appear hereafter, is in a great meafure 
chimerical. 

A paper currency which falls below the value 
of gold and filver coin., does not thereby fink 
the value of thofe metals, or occafion equal 
quantities of them to exchange for a fmaller 
quantity of goods of any other kind. The pro*- 
portion between the value of gold and filver and 
that of goods of any other kind , depends in all 
cafes , not upon the nature or quantity of any 
particular paper money, which may be current 
in any particular country, but upon the ri^hnefs 
or poverty of the mines, which happen at any 
particular time to fupply the great market of the 
commercial world with thofe metals. It depends 
upon the proportion between the quantity of labor 
'which is necelfary in order to bring a certain 
quantity of gold and filver to market, and that 
’ivhich is necelfary in order to bring thither a 
certain quantity of any other fort of goods. 

If bankers are reftrained from iffuing any cir- 
culating bank notes, or notes payable to the 
bearer , forlefs than a certain fum ; and if they are 
fubjefted to the obligation of an immediate and 
unconditional payment of fuch bank notes as foon 
as prefented , their trade may, with fafety to the 
public, be rendered in all other refpeils perfe£Uy 
free. The late multiplication of banking companies 
in both parts pf the united kingdom, an event 
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by which many people have been much alarmed, 
inRead of diminifhing , increafes the fecarity of the 
public. It obliges all of them to be more circum- 
fpefl in their condu£l , and , by not extending 
their currency beyond its due proportion to their 
ca(h , to guard themfelves againR thofe malicious 
runs , which the rivalfliip of fo many competitors 
is always ready to bring upon them. It reftrains 
the circulation of each particular company within 
a narrower circle, and reduces their circulating 
notes to a fmaller number. By dividing the 
whole circulation into a greater number of parts, 
the failure of any one company, an accident 
which , in the courfe of things , muR fometimes 
happen, becomes of lefe confequence to the public. 
This free competition too obliges all bankers to be 
more liberal in their dealings with their cuRomers, 
leR their rivals Riould carry them away. In general, 
if any branch of trade, or any divifion of labor, 
be advantageous to the public, the freer and 
more general the competition , it will always be 
the more fo. 
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CHAP. III. 

Of the Accumulation of Capital ^ or of produHWo 
and unprodudive Labor. 

T ' 

HERE is one fort of labor which adds to 
j the value of the fubjefl upon which it is bellowed: 
j there is another which has no fuch effefl. The 
I former, as it produces a value, may be called 
' productive 5 the latter, unproductive.’^ labor. 
Thus the labor of a manufacturer adds ,' generally, 
to the value of the materials which he works 
upon , that of his own maintenance , and of his 
mailer’s profit. The labor of a menial fervant, 
on the contrary, adds to the value of nothing. 
Though the manufacturer has his wages advanced 
to him by his mailer, he, in reality, colls him 
no expenfe, the value of thofe wages being 
generally rellored , together with a profit , in the 
improved value of the fiibject upon which his 
labor is bellowed. But the maintenance of a 
menial fervant never is rellored. A man grows 
rich by employing a multitude of manufacturers : 
he grows poor, by maintaining a multitude of 
menial fervants. The labor of the latter, however, 
has its value, and deferves its rewards as well as 
that of the former. But the labor of the manu- 
facturer fixes and realizes itfelf in fome particular 

* Some French authors of great learning and ingenuity have 
tifed thofe words in a different fenfe. In the lait chapter of 
the fourth book , I shall eiideavour to show that their fenfe is 
an improper one. « 
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fubjefl or vendible commodity, which laRs for 
fome time at leaft after that labor is paft. It is , 
as it were , a certain quantity of labor Rocked 
and ftored up to be employed , ifneceflary, upon 
fome other occahon. That fubjeii, or what is 
the fame thing, the price of that fubje£l, can 
afterwards, if neceffary, put- into motion a 
quantity of labor equal to that which had ori- 
ginally produced it. The labor of the menial 
fervant^ on the contrary, does not fix or realize 
itfelf in any particular fiibjefl or vendible com-, 
modity. His fervices generally perifli in the very 
inftant of their performance , and feldom leave any 
-trace or value behind them , for which an equal 
quantity of fervice could afterwards be procured^ 
The labor of fome of the moft refpeflable 
orders in the fociety is , like that of menial fer- 
vants, unprodu61ive of any value, and does not 
fix or realize itfelf in any permanent fubjeft , or 
vendible commodity , which endures after that 
labor is paft , and for. which an equal quantity 
of labor could afterwards be procured. The 
fovereign, for example, with all the oflicersboth 
of juftice and war who ferve under him, the 
whole army and navy, areunprodn£live laborers. 
They are the fervants of the public , and are 
maintained by a part of the annual produce of 
the induftry of other people. This fervice, how 
• honorable, how ufeful, or how neceflary foever, 
produces nothing for which an equal quantity 
of fervice can afterwards be procured. The pro- 
teflion, fecurity, and defence of the commonwealth, 
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the effefl of their labor this year , will not 
purchafe its proteiUon, fecurity, and defence 
for the year to come. In the fame clafs muft be. 
ranked, fome both of the graved and moft im- 
portant , and fome of the' moft frivolous pro- 
feftions: churchmen, lawyers, phyficians, men of 
letters of all kinds ; players, buffoons, muficians, 
opera- fingers , opera - dancers , See. The labor 
of the meaneft of thefe has a certain value, regu- 
lated by the very fame principles which regulate 
that of every otlier fort of labor; and that of 
the nobleft and moft ufeful, produces nothing 
which could afterwards purchafe or procure an 
equal quantity of labor. Like the declamation 
of the aflor, the harangue of the orator , or the. 
tune of the mufician, the work of all of them 
perifties in the very inftant of its produflion. 

Both produdive and unprodudive laborers, 
and thofe who do npt labor at all, are all 
equally maintained by the annual produce of the 
land and labor of the country. This produce, 
how great foever, can never be infinite , but muft 
have certain limits. According, therefore, as a 
fmaller or greater proportion of it is in any one 
year employed in maintaining unprodudlive hands, 
the more in the one cafe and the lefs in the other 
will remain for the produdlive , and the next year s 
produce will be greater or fmaller accordingly; 
the whole annual produce, if we except the 
fpontaneous produflions of the earth , being the 
cffefl of produflive labor. 

Though the whole annual produce of the 
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land and labor of every country , is, no doubt, 
ultimately deftined for fupplying the confump- 
tioii of its inhabitants, and for procuring a re- 
venue to them; yet when it firA comes either 
from the ground, or from the hands of the pro- 
duilive laborers, it naturally divides itfelf into 
two parts. One of them, and frequently the 
largeft , is , in the firft place, deftined for replacing 
a capital , or for renewing the provifions , mate- 
rials, and finiflied work, which had been with- 
drawn from a capital ; the other for conftituting 
a revenue either to the owner of this capital, as 
the profit of his Itock ; or to fome other perfon , 
as the rent of his land. Thus, of the produce of 
land , one part replaces the capital of the farmer; 
the other pays his profit and the rent of the land- 
lord ; and thus conftitutes a revenue both to the 
owner of this capital , as the profit of his ftock ; 
and to fome other perfon , as the rent of his land< 
Of the produce of a great manufaflory, in the 
fame manner, one part, and that always the largeft, 
replaces the capital of the undertaker of the work ; 
the o^her pays his profit, and thus conflitutes a 
revenue to the owner of this capital* 

That part of the annual produce of the land 
and labor of any country which replaces a capi- 
tal, never is immediately employed fo maintain 
any but produdlive hands. It pays the wages of 
produflive labor only. That which is immedi- 
ately deftined for conftituting a revenue either as 
. proht or as rent , may maintain indifferently either 
produ£live or unprodudive hands. 

^ Whatever' 
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W’hatever part of his ftock a man employs ai 
a capital » he always expedls it to be replaced to 
him with a profit. He employs it > therefore, in 
maintaining produflive hands only ; and after 
having ferved in the funflion of a capital to him ^ 
it conftitutes a revenue to them. Whenever he 
employs any part of it in maintaining nnproduc-* 
five hands of any kind , that part is , from that 
moment, withdrawn from his capital, and placed 
in his ftock referved for immediate confumption. 

Unprodutftive laborers , and thofe who do 
not/labor at all , are all maintained by revenue ; 
either , firft , by that part of the annual produce 
which is originally deftined for conftituting a re- 
venue to fome particular perfons, either as the 
rent of land or as the profits of ftock ; or , fe- 
fcon^ly , by that part which , though originally 
deftined for replacing a capital and for maintaining 
produdfive laborers only, yet when it comes 
into their hands, whatever part of it is over and 
above their neceffary fubfiftence, may be employ- 
ed in maintaining indifferently either produ 61 ive 
or unproductive hands. Thus , not only the 
great landlord or the rich merchant, but even 
the common woi-kman, if his wages are confider- 
able , may maintain a menial fervant; or he may 
Tometimes go to a playj or a puppet-lhow , and fo 
contribute his fliare towards maintaining one fet 
of unproductive laborers } or he may pay fome 
taxes , and thus help to maintain another fet 
more honorable and ufeful, indeed, but equally 
'vnproduCUve. No part of the annual produce j 
mo/N.9. 7 
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however, which had been originally deftined ta 
replace a capital, is ever diredled towards main- 
taining unproduilive hands , till after it has put 
into motion its full complement of produ£live 
labor, or all that it could put into motion in tho 
way in which it was employed. The workman 
muft have earned his wages by work done, before 
he can employ any part of them in this manner. 
That part too is generally but a fmall one. It 
is his fpare revenue only , of which productive 
laborers have feldom a great deal. They gene- 
rally have fome, however; and in the payment 
of taxes the greatnefs of their number may com- 
pehtiite, in fomemeafure, the fmallnefs of their 
contribution. The rent of land and the profits 
of flock are every-where , therefore , the princi- 
pal fources from which unproductive hands de- 
rive their fubfiflence. Thefe are the two forts of 
revenue of which the owners have generally moll 
to fpare. They might both maintain indiffer- 
ently either productive or unproductive hands. 
They feem , however , to have fome predileCtion 
for the latter. The expenfe of a great lord feeds 
generally more idle than induflrious people. The 
rich merchant, though with his capital he main- 
tains induflrious people only, yet by his expenfe , 
that is, by the employment of his revenue, he 
feeds commonly the very fame fort as the great 
lord. 

The proportion^ therefore, between the pro- 
ductive and unproductive hands , depends very 
much in every country upon the proportion 
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between that part of the annual produce, which , 
as foon as it comes either from the ground or from 
the hands of the produ^live laborers , is deAined 
for replacing a capital , and that which is deAined 
for conAituting a revenue, either as rent, or as 
profit. This proportion is very different in rich 
from what it is in poor countries. 

Thus, atprefent, in the opulent countries of 
Europe , a very large , frequently the largeA por- 
tion of the produce of the land, is deAined for 
replacing the capital of the rich and independent 
farmer; the other for paying his profits, and the 
rent of the landlord. But anciently , during the 
prevalency of the feudal government, a very fmall 
portion of the produce was fufficicnt to replace 
the capital employed in cultivation. It confiAed 
commonly in a few wretched cattle, maintained 
altogether by the fpontaneous produce of uncul- 
tivated land, and which might, therefore, be 
confidered as a part of that fpontaneous produce. 

It generally too belonged to the landlord , and 
was by him advanced to the occupiers of the 
land. All the reA of the produce properly be- 
longed to him too, either as rent for his land , or 
as profit upon this paltry capital. The occu- 
piers of land were generally bondmen , whofe 
perfons and. effects were equally his property. 
Thofe who were not bondmen were tenants at 
will , and though the rent which they paid was 
often nominally little more than a quit - rent, it 
really amounted to the whole produce of the 
land. Their lord could at all times command 
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their labor in peace, and their fervice in waiV 
Though they lived at a diftance from his houfe , 
they wer^ equally dependent upon him as his 
retainers, who lived in it. But the whole pro- 
duce of the land undoubtedly belongs to him , 
who can difpofe of the labor and fervice of all 
thofe whom it maintains. In the prefent Rate of 
Europe , the Ihare of the landlord feldom exceeds 
a third , fometimes not a fourth part of the whole 
produce of the land. The rent of land , how- 
ever, in all the improved parts of the country , 
has been tripled and quadrupled fince thofe an- 
cient times ; and this third or fourth part of the 
annual produce is, it feems, three or four times 
greater than the whole had been before. In the 
progrefs of improvement ,' rent, though it in- 
creafes in proportion to the extent, diminiflies in 
proportion to the produce of the land. 

In the opulent countries of Europe, great ca- 
capitals are at prefent employed in trade and ma- 
nufaftnres. In the ancient Rate, the little trade 
that was Rirring, and the few homely and coarfe 
manufaflures that were carried on , required but 
very fmall capitals. Thefe, however, muR have 
yielded very large profits. The rate of intereft 
was no- where lefs than ten per cent, and their 
profits muR have been fufficient to afford tliis 
great intereR. At prefent the rate of intereR , 
in the improved parts of Europe, is no-where 
higher than fix per cent, and in fome of the moR 
improved it is fo low as four, three , and two per 
.cent. Though that part of the revenue of the 
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inhabitants which is derived from the prohts of 
flock is always much greater in rich than in poor 
countries, it is becaufe the flock is much greater : 
in proportion to the ftock the profits are generally 
much lefs. 

That part of the annual produce, therefore, 
which , as foon as it comes either from the ground, 
or from the hands of the produdive laborers , 
is dellined for replacing a capital , is not only 
much greater in rich than in poor countries, but 
bears a much greater proportion to that which is 
immediately dellined for conflituting a revenue 
either as rent or as profit. The funds dellined for 
the maintenance of produ(^live labor , are not 
only much greater in the former than in the lat- 
ter, but bear a much greater propoirion to thofe 
which , though they may be employed to main- 
tain either productive or unproductive hands, 
have generally a predilection for the latter. 

The proportion between thofe different funds 
Jieceffarily determines in every country the ge- 
neral character of the inhabitants as to indullry 
or idlenefs. We are more induflrious than our 
forefathers, becaufe in the prefent times the 
funds dellined for the maintenance of indullry , 
are much greater in proportion to thofe which 
are likely to be employed in the maintenance of 
idlenefs , than they were two or three centuries 
ago. Our ancellors were idle for want of a fuffi- 
cient encouragement to indullry. It is better , 
ays the proverb , to play for nothing , than to 
w ork for nothing. In mercantile and manufac^luring 
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towns, where the inferior ranks of people are 
^hiefly maintained by the employment of ca- 
pital , they are in general induftrious, fober, and 
thriving; as in many Englifh, and in moft Dutch 
towns. In thofe towns which are principally 
fupported by the conftant or occafional refidence 
of a court, and in which the inferior ranks of 
people are chiefly maintained by the fpending of 
revenue , they are in general idle , diffolute , and 
poor; as at Rome, Verfailles, Compiegne, and 
Fontainebleau. If you except Rouen and Bour- 
deaux, there is little trade or induftry in any of 
the parliament towns of France ; and the inferior 
ranks of people , being chiefly maintained by the 
expenfe of the members of the courts ofjuftice, 
and of thoft: who come to plead before them , are 
in general idle and poor. The great trade of 
Rouen and Bourdeanx feems to be altogether the 
effect of their fituation. Rouen is neceflarily 
the entrepot of almoft all the goods which are 
brought either from foreign countries , or from 
the maritime provinces of France , for the con- 
fumption of the great city of Paris. Bourdeaux 
is in the fame manner the entrepot of the wines 
which grow upon the banks of the Garonne, and 
of the rivers Which run into it, one of the richeft 
wine countries in the world , and which feems to 
produce the wine fitteft for exportation , or beft 
fuited to the tafte of foreign nations. Such 
advantageous fituations neceflarily attrafl a great 
capital by the great employment which they 
afford it; and the employment of this capital 
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ft the c'aufc of the induftry of thofe two cities. 
In the other parliament towns of France ; very 
little more capital feems to be employed than 
what is neceffary for fupplying their own con- 
sumption; that is, little more than the fmalleft 
capital which can be employed in them. The 
fame thing may be faid of Paris, Madrid, and 
Vienna. Of thofe three cities, Paris is by far 
the moft induftrious ; but Paris kfelf is the 
principal market of all the manufaflures eflab- 
liflied at Paris, and its owm confumption is the 
principal objeft of all the trade which it carries 
on. London, Lilbon, and Copenhagen, are, per- 
haps, the only three cities in Europe , . which are 
both the conftant rehdence of a court, and can 
at the fame time be confidered as trading cities, or 
as cities which trade not only for their own con- 
fumption , but for that of other cities and coun- 
tries. The fituation of all the three is extremely 
advantageous, and naturally fits them to' be the 
entrepots of a great part of the goods deflined 
for the confumption of diftant places. In a city 
where a great revenue is fpent , to employ with 
advantage a capital for any other purpofe, than 
for fupplying the confumption of that city, is 
probably more difficult than in one in which the 
inferior ranks of people have no other mainte- 
nance but what they derive from the employment 
of fech a capital. The idlenefs of the greater 
part of the people who are maintained by the ex- 
penfe of revenue, corrupts, it is probable, the 
induftry of thofe who ought to be maintained by 
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the employment of capital, and renders it left 
advantageous to employ a capital there than irt 
other places. There was little trade or induftry 
in Edinburgh before the union. When the Scotch 
parliament was no longer to be affembled in it, 
when it ceafed to be the neceffary refidence of 
t lie principal nobility and gentry of Scotland, it 
became a city of fome trade and induftry. It 
fhil continues, however, to be the refidence of 
the principal courts of juftice in Scotland, of the 
boards of cuftoms and excife, &c. A conlider- 
able revenue, therefore, ftill continues to be / 
f])eiit in it. In trade and induftry it is much . 
inferior to Glafgow, of which the inhabitants are 
chiefly maintained by the employment of capital. 
The inhabitants of a large village , it has fome- 
times been obferved, after having made confi- 
derable progrefs in manufaflures, have become idle 
and poor, in confequence of a great lord's having 
taken qp his refidence in their neighbourhood. 

The proportion between capital and revenue, 
therefore, feems every- where to regulate the pro- 
portion between induftry and idlenefs. Wherever 
capital predominates, induftry prevails : wherever 
revenue, idlenefs. Every increafe or diminution 
of capital, therefore, naturally tends to increafe 
or diminifli the real quantity of induftry , the 
number of produflive hands, and confequently the 
exchangeable value of the annual produce of the 
land and labor of the country , the real wealth 
and gf it? inhabitant?, 
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Capitals are increafed by parfimony , anddimi- 
niilied by prodigality and mifcondu<3. 

Whatever a perfon faves from his revenue he adds 
to his capital, and either employs it himfelf in 
maintaining an additional number of produflive 
hands, or enables fome other perfon to do fo, 
by lending it to him for an intereft , that is, for 
a lhare of the profits. As the capital of an indi- 
vidual can be increafed only by what he faves 
from his annual revenue or his annual gains, fo 
the capital of a fociety , which is the fame with 
that of all the individuals who compofe it, can 
be increafed only in the fame manner. 

Parfimony , and not induftry, is the imme- 
diate caufe of the increafe of capital. Induftry, 
indeed, provided the fubjeil which parfimony 
accumulates. But whatever induftry might ac- 
quire, if parfimony did not fave and ftore up, 
the capital would never be the greater. 

Parfimony, by increafing the fund which is 
deftined for the maintenance of prodiiflive hands, 
tends to increafe the number ofthofe hands whofe 
labor adds to the value of the fubjedl upon 
which it is beftowed. It tends therefore to in- 
creafe the exchangeable value of the annualproduce 
. of the land and labor of the country. It puts 
into motion an additional quantity of induftry, 
which gives an additional value to the annual 
produce. 

,What is annually faved is as regularly con- 
fumed as what is annually fpent, and nearly in 
the fame time tooj but it is confumed by a 
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different fet of people. That portion of his revenne 
which a rich man annually fpends , is in moft 
cafes confumed by idle guefts, and menial fer- 
vants, who leave nothing behind them in return 
for their confumption. That proportion which he . 
annually faves , as for the fake of the profit it is 
immediately employed as a capital , is confumed 
in the fame manner, and nearly in the fame time 
too, but by a different fet of people, by labor- 
ers, manufa^lurers, and artificers, who re-pro- 
duce with a profit the value of their annual con- 
fumption. His revenue, we lhall fuppofe, is 
paid him in money. Had he fpent the whole, 
the food, clothing, and lodging, which the whole 
could have purchafed, would have been diftri- 
buted among the former fet of people. By fay- 
ing a part of it, as that part is for the fate of the 
profit immediately employed as a capital either by 
himfelf or by fome other perfon, the food, cloth- 
ing, and lodging, which may be purchafed with 
it, are neceffarily referved for the latter. The 
confumption is the fame , but the confumers are 
different. 

By what a frugal man annually faves , he not 
only affords maintenance to an additional num- 
ber of produilive hands , for that or the enfuing 
year , but like the founder of a public work- 
houfe, he eftablilhes as it were a perpetual fund 
for the maintenance of an equal number in all 
times to come. The perpetual allotment and 
deflination of this fund , indeed , is not always 
guarded by any pofitive law , by any trufl-right 
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or deed of mortmain. It is always guarded, 
however, by a very powerful principle , the plain 
and evident intereft , of every individual to whom 
any lhare of it fliall ever belong. No part of it 
can ever afterwards be employed to maintain any 
but produflive hands , without an evident lofs to 
the perfon who thus perverts it from its proper 
deftination. 

The prodigal perverts it in this manner. By 
not confining his expenfe within his income , he 
encroaches upon his capital. Like him who 
perverts the revenues of fome pious foundation 
to profane purpofes , he pays the wages of idle- 
nefs with thofe f;mds which the frugality of his 
forefathers had, as it were, confecrated to the 
maintenance of induftry. By diminifhing the 
funds deftined for the employment of produflive 
labor , he neceflarily diminifhes , fo far as it de- 
pends upon him, the quantity of that labor 
which adds a value to the fubjefl upon which it 
is beftowed, and, confequently , the value of the 
annual produce of the land and labor of the 
whole country , the real wealth and revenue , of 
its inhabitants. If the prodigality of fome was 
not compenfated by the frugality of others , the 
condudl of every prodigal , by feeding the idle 
' with the bread of the induftrious, tends not only to 
beggar himfelf, but to impoverifli his country. 

Though the expenfe of the prodigal Ihould 
be altogether in home-made , and no part of it in 
foreign commodities , its effefl upon the produdive 
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funds of the fociety would ftill be the fame. 
Every year there would ftill be a certain 
<]uantiry of food and clothing, which ought to 
have maintained produ£live, employed in main- 
taining unproductive hands. Every year, there- 
fore , there would ftill be fome diminution in 
what would otherwife have been the value of the 
annual produce of the land apd labor of the 
country. 

This expenfe , it may be faid indeed, not be- 
ing in foreign goods, and not occafioning any 
exportation of gold and filver, the fame quantity 
of money would remain in the country as before. 
But if the quantity of food and clothing, which 
were thus confumed by unproduflive, had been 
diftributed among produflive hands, they would • 
have reproduced , together with a profit, the full 
value of their confumption. The fame quantity 
of money would in this cafe equally have re- 
mained in the country, and there would befides 
.have been a reprodufl^n of an equal value of 
confumable goods. There would have been two 
values inftead of one. 

The fame quantity of money , befides , cannot 
long remain in any country in which the value 
of the annual produce diminiflies. The foie ufe 
of money is to circulate confumable goods. By 
means of it , provifions , materials , and finiflied 
work, are bought and fold, and diftributed to 
their proper confumers. The quantity of mo- 
ney , therefore , which can be annually employed 

jn any country , muft be determined by the value 
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of the confumable goods annually circulated 
within it. Thefe muft confift either in the im- 
.mediate produce of the land and labor of the 
country itfelfy of in fornething which had been 
purchafed with fome part of that produce. Their 
value, therefore ) muft diminiih as the value of 
that produce diminifhes, and along with it th® 
quantity of money which can be employed in 
circulating them. But the money which by this 
annual diminution of produce is annually thrown 
out of domeftic circulation, will not be allowed 
to lie idle. The intereft of W'hoever poffefles it, 
requires that it fhould be employed. But having 
no employment at home, it will, in fpite of all 
laws and prohibitions, be feht abroad, and em- 
ployed in purchafing confumable goods which 
may be of fome ufe at home. Its annual export- 
ation will in this manner continue for fonie time 
to add fornething to the annual confumption of 
the country beyond the value of its own annual 
produce. What in the days of its profperity had 
been faved from that annual produce, and em- 
ployed in purchafing gold and filver, will con- 
tribute for fome little time to fupport its con- 
fumption in adverfity. The exportation of gold 
and filver is, in this cafe, not the caufe, but 
the effefl of its declenfion , and may even , for 
lome little time, alleviate the mifery of that 
declenfion. 

The quantity of money , on the contrary , muft 
In every country naturally increafe as the value 
of the annual produce increafes. The value of 
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the confumable goods annually circulated within 
the fociety being greater , will require a greater 
quantity of money to circulate them. A part of 
the increafed produce, therefore, will naturally 
be employed in purchaling , wherever it is to be 
had, the additional quantity of gold and filver 
neceflary for circulating the reft. The increafe 
of thofe metals will in this cafe be the effect, not 
the caufe, of the public profperity. Gold and 
filver are purchafed every -where in the fame 
manner. The food, clothing, and lodging, the 
revenue and maintenance of all thofe whofe la- 
bor or flock is employed in bringing them from 
the mine to the market, is the price paid for 
them in Peru as well as in England. The coun- 
try which has this price to pay, will never be 
long without the quantity of thofe metals which 
it has occafion for; and no country will ever 
long retain a quantity which it has no occafion 
for. 

Whatever , therefore , we may imagine the real 
wealth and revenue of a country to confifl in, 
whether in the value of the annual produce of 
its land and labor, as plain reafon feems to dictate ; 
or in the 'quantity of the precious metals which 
circulate within it, as vulgar prejudices fuppofe; 
in either view of the matter , every prodigal appears - 
to be a public enemy, and every frugal man a 
public benefaflor. 

The effeds of mifcondufl are often the fame 
as thofe of prodigality. Every injudicious and 
unfucceljful projed in agriculture , mines , hflieriess 
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trade, or manufaflures , tends in the fame man- 
ner to diminifli the funds deftined for the main- 
tenance of produ£Iive labor. In every fuch 
projeii, though the capital is confumed by pro- 
doilive hands only , yet, as by the iftjudicion# 
manner in wfjich they are employed , they do not 
reproduce the full value of their confumption, 
there muft always be feme diminution in what 
would otherwife have been the produftive funds 
of the fociety. 

It can feldom happen, indeed, that the circum- 
ftances of a great nation can be much affedled 
either by the prodigality or mifcondu£I of indi- 
viduals ; the profufion or imprudence of feme* 
being always more than compenfated by the fru- 
gality and good condu^ oLothers. 

With regard to profufion, the principle whic?t 
prompts to expenfe , is the paffion for prefent 
enjoyment ; which , though fometimes violent 
and very difficult to be reftrained, is in general 
only momentary and occafional. But the prin- 
ciple which prompts to feve , is the defire of bet- 
tering our condition , a defire which , though 
generally calm and difpaffionate, conies with ua 
from the womb, and never leaves us till we go 
into the grave. In the whole interval which fe- 
parates thofe two moments, there is fcarce per- 
haps a fingle inftant in which any man is fo per- 
fedlly and completely fatisfied with his fuuaciou, 
as to be without any wilh of alteration or im- 
provement of any kind. An augmematiou qf 
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fortune is the means By which the greater part 
of men propofe and wifli to better their condi- 
tion. It is the means the moft vulgar and the 
moft obvious ; and the moft likely way of aug- 
menting their fortune , is to fave arid accumulate 
fome part of what they acquire, either regularly 
and annually , or upon fome extraordinary occa- 
fions. Though the principle of expenfe, there- 
fore , prevails in almoft all men upon fome occa-^ 
fions, and in fome men upon almoft all occafions , 
yet in the greater part of men , taking the whole 
couffe of their life at an average , the principle of 
frugality feems not only to predominate , but to 
predominate very greatly. * 

With regard to mifcondufl , the number of 
prudent and fuccefsful undertakings is every- 
where much greater than that of injudicious and 
unfuccefsful ones. After all our complaints of 
the frequency of bankruptcies , the unhappy men 
who fall into this misfortune make but a very 
fmall part of the whole number engaged in trade ^ 
and all other forts of bufinefs , not much more 
perhaps than one in thoufand. Bankruptcy is’ 
perhaps the greateft and moft humiliating cala- 
mity which can befal an innocent m^n.' The 
greater part of men, therefore , are fufficiently 
careful to avoid it. Some, indeed , do not avoid 
it; as fome do not avoid the gallows. 

Great nations are never impoverifhed by pri* 
vate , though they fometimes are by public 
prodigality and mifcondudi The whole , of 
almoft the whole public revenue , is in moft 

countries 
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countries employed in maintaining unproduflive 
hands. Such are the people who compofe a nu- 
merous and fplendid court, a great eccleliaftical 
eftahlifiimenr , great fleets and armies , who in 
time of peace produce nothing, and in time of 
' war acquire nothing which can compenfate the 
expenfeof maintaining them, even while the war 
lafls. Such people, as they themfelves produce 
nothing, are all maintained by the produce* of 
other men’s labor. When multiplied, therefore, 

. to an unneceflary number, they may in a particular 
year confume fo great a lliare of this produce ,' as 
not to leave a fufficiency for maintaining the pro- 
du£iive laborers, who Ihould reproduce it next 
yean The next year produce, therefore will 
be lefs tlian that of the foregoing, and if the 
fame diforder fliould continue , that of the third 
year will be flill lefs than that of the fecond. 
Thofe unproduflive hands, who fliould be main- 
tained by a part only of the fpare revenue of. the 
people, may confume fo great a fliare of their 
whole revenue, and thereby oblige fo great a 
number to encroach upon their capitals, upon the 
funds deflined for the maintenance of produftive 
labor, that all the frugality and good condufl of 
individuals may not be able to compenfate the 
wafte and degradation of produce occafioned by 
this violent and forced encroachment. 

This frugality and good condufl, however 5 
is upon moft occafions, it appears from expe- 
rience, fuflicient to compenfate, not only the 
private prodigality and mifeonduil of individuals, 
W. of N. a, 8 
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but the public extravagance ofgovernment. The 
uniform, conflant, and uninterrupted effort of 
every man to better his condition , tlie principle 
from which public and national , as well as private 
opulence is originally derived , is frequently 
powerful enough to maintain the natural progrefi 
of things toward improvement, in fpite both of 
the extravagance of government, and of the 
greateft errors ofadminiftration. Like the unknown 
principle of animal life, it frequently reftores 
health and vigor to the confutation , in fpite, not 
only of the difeafe , but of the abfurd prefcriptions 
of the doflor. 

The annual produce of the land and labor of 
any nation can be increafed in its value by no 
other mean, but by increafing either the num- 
ber of its produ£Uve laborers, or the produdivc 
powers of thofe laborers who had before been 
employed. The number of its produfliv'e la- 
borers, it is evident, can never be much in- 
creafed , but in confcquence of an increafe of 
capital, or of the funds dcfUned/or maintaining 
them. The produ6Uve powers of the fame num- 
ber of laborers cannot be increafed , but in con- 
fequence either offome addition and improvement 
to thofe machines and inftruments which facili- 
tate and abridge labor ; or of a more proper 
divifion and diflribution of employment. In 
either cafe an additional capital is almofl always 
required. It is by means of an additional capital 
only , that the undertaker of any work can either 
provide his workmen with better machinery j or 
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make a more proper diftribution of ernployment 
among them. When the work to be done con- 
lifts of a number of parts , to keep every mart 
conftantly employed in onew^ay, requires a much 
greater capital than where every man is occafion- 
ally employed in every different part of the work. 
When we compare, therefore, the ftate of a na- 
tion at two different periods, and find, that the 
annual produce of its land and labor is evidently 
greater at the latter than at the former, that its 
lands are better cultivated, its manufa^lures more 
numerous and more flourilliing , and its trade’ 
more extenfive, we may be affured that its capi- 
tal muft have increafed during the interval be- 

O 

tween thofe two periods, and that more muft; 
have been added to it by the good condufl of 
fome , than had been taken from it either by the. 
private mifcondud of others, or by the public 
extravagance of government. But we fliall find 
this to liave been the cafe of almoft all nations , 
in all tolerably quiet and peaceable times , even 
of thofe who have not enjoyed the moft prudent 
and parfimonious governments. To form a right 
judgment of it, indeed, we muft compare the 
ftate of the country at periods fomewhat diftant 
from one another^ The progrefs is frequently 
fo gradual, that, at near periods, the improve- 
ment is not only notfenfible, but from the de- 
clenfion either of certain branches of induftry, ot 
of certain diftriiis of the country , things which 
fometimes happen though the country in general 
be in a great profperity , there frequently arifesjt 
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fufpicion 5 that the riches and induRry of the whole 
are decaying. 

The annual produce of the land and labor of 
England, for example, is certainly much greater 
than it was , a little more than a century ago , at 
the refloration of Charles II. Though, at j^refent, 
few people , I believe, doubt of this, yet during 
this period, five years have feldom paffed away 
in which fome book or pamphlet has not been 
. pnblillied , written too with fuch abilities as to 
gain fomeauthority with the public, and jiretending 
to demon llrate that the wealth of the nation was 
faft declining, that the country was depopulated, 
agriculture neglefled, manufaflures decaying, and 
trade undone. Nor have thefe publications been 
all party j)aniphlets, the wretched offspring of 
falfliood and venality. Many of them have been 
written by very candid and very intelligent jieople; 
who ^vrote nothing but what they believed, and 
for no other rcafon but becaufe they believed it. 

The annual produce of the land and labor of 
England again , was certainly much greater at the 
refloration , than we can fuj)pofe it to have been 
about a hundred years before, at the acceflion 
of Elizabeth. At this period too, we have all 
reafon to believe , the country was much more 
advanced in improvement , than it had been about 
a century before , towards the clofe of the diflen- 
i'lons between the honfes of York and Lan caller. 
Even then it was, probably, in a better condition 
than it had been at the Norman conquefl , and at 
the Norman conqueft, than during the confufion 
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of the Saxon Heptarchy. Even at this early pe- 
riod, it was certainly a more improved country 
than at the invalion of Julius Oefar, when its in- 
habitants were nearly in the fame ftate with the 
ravages in North - America. 

In each of thofe periods, however, there was, not 
only much private and public profufion, manyex- 
penftve and unneceffary wars, great peyverfion of 
the annual produce from maintaining produ£live to 
maintain unprodnflive hands; but fometimes , in 
the confnfion of civil difcord , fuch abfolute wafle 
and deftra£lion of flock, as might be fuppofed , 
not only to retard, as it certainly did, the natural 
accumulation of riches, but to have left the coun- 
try , at the end of the period, poorer than at the 
beginning. Thus, in the happieft and mofl for- 
tunate period of them all , that which has paffed 
fince the refloration, how many diforders and mis- 
fortunes have occurred , which , could they have 
been farefeen , not only the impoverilliment, but 
the total ruin of the country W'ould have been ex- 
pelled from them? The fire and the plague ot 
London, the two Dutch wars, the diforders of the 
revolution, the war in Ireland, the four expenfive 
French wars of 1688, J702, 17-12, and 1756, together 
with the two rebellions of 1715 and J745. In the 
cou'rfe of the four f’renchwars, the nation has con- 
tra £led more than a hundred and forty-five millions 
of debt, over and above all the other extraordinary 
annual expenfe which they occafioned , fo that the 
whole cannot be computed at lefs than two hun- 
dred millions. So great a lhare of the annual 
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produce of the land and labor of the country, has 
lince the revolution, been employed upon different 
occafions, in maintainingan extraordinary number 
of unproducflive hands. But had not thofe wars 
given this particular dire£lion to fo large a capital, 
the greater part of it would naturally have been 
employed in maintaining produ£five hands, whofe 
labor would have replaced, with a proht , the > 
whole value of their confumption. The value of 
the annual produce of the land and labor of the 
country , would have been confiderably increafed 
by it every year,, and every year’s increafe would 
have auamented Hill more that of the following 
year. More houfcs would have been built, more 
lands would have been improved , and thole 
which had been improv^ before would have 
been better cultivated ; more manufadures would 
have been eflablilhed , and thofe which had been 
eftablillied before would have been more extended; 
and to what height the real wealth and revenue 
of the country might , by this time , have been 
raifed , it is not perhaps very eafy even to imagine. 

But though the profufion of government muft , 
undoubtedly, have retarded the natural progrefe 
of England towards wealth and improvement , it 
has not been able to Hop it. The annual pro- 
duce of its land and ^abor is , undoubtedly , 
much greater at prefent than it was either at the 
xeftoration or at the revolution. The capital , 
therefore , annually employed in cultivating this 
land, and in maintaining this labor, mull like- 
wife be mnch greater. In the midR of all the 
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exaflions of government, this capital has been 
lilently and gradually accumulated by the private 
frugality and good conduct of individuals, by their 
iiniverfal , continual , and uninterrupted effort to 
better their own condition. It is this effort, pro- 
tefled by law and allowed by liberty to exert 
itfelf in the manner that is moft advantageous , 
which has maintained the progrefs of England 
towards opulence and improvement in almoft all 
former times, and which, it is to be hoped, will 
do fo in all future times. England, however, as 
it has never been bleffed with a very parlimonious 
government, fo parfimony has at no time beert 
the charafleriflical virtue of its inhabitants. It is 
the higheft impertinence and prefumption , there- 
fore in kings and minifters, to pretend to watch 
over the oeconomy of private people, and to 
reftrain their expenfe, either by fumptuary laws , 
or by prohibiting the importation of foreign luxu- 
ries. They are themfelves always, and without 
any exception, the greatefl fpendthrifts in the 
fociety. Let them look well after their own ex- 
j)enfe, and theymayfafelytruft private people with 
theirs. If their own extravagance does not ruin 
the Rate , that of their fubje£ls never will. 

As frugality increafes , and prodigality dimi- 
niflies the public capital , fo the condudl of thofe 
whofe expenfe juft equals their revenue , without 
either accumulating or encroaching, neither in- 
creafes nor diminiflies it. Some modes of ex- 
penfe , however, feem to contribute more to the 
growth of public opulence than others. 
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The revenue of an individual may be fpent , 
either in things which arfe confumed immediately, 
and in which one day’s expenle can neither alle- 
viate nor fupport that of another; or it may be 
fpent in things more durable , which can therefore 
be accumulated, and in which every day’s expenfe 
may, as he chufes, either alleviate or fupport and 
heighten the effefl of that of the following day^ 
A man of fortune , for example, may either fpend 
his revenue in a profufe and fumptuous table, and 
in maintaining a great number of menial fervants , 
and a multitude of dogs and horfes ; or contenting 
himfclf with a frugal table and few attendants, 
he may lay out the greater part of it in adorning 
his houfe or his country villa., in ufefnl or orna- 
mental buildings, in ufeful or ornamental furniture, 
in colledhng books , ftatues, pifliires; or in things 
more frivolous , jewels , baubles, ingenious trin- 
kets of different kinds; or, what is moft trifling 
of all , in amalTing a great wardrobe of fine do-* 
thes , like .the favorite and miniftn* of a great 
prince who died a few years ago. Were two men 
of equal fortune to fpend their revenue , the one 
chiefly in the one way, the other in the other, the 
magnihcence of the perfon whofe expenfe had. 
been chiefly in durable commodities, would be 
continually incre'afing, every day’s expenfe con- 
tributing fometiiing to fupport and heighten the 
effed of that of the following day ; that of the, 
other, on the contrary, would be no greater at, 
the end of the period than at the l^eginning. 
The former too \vould, at the end of the period > . 
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be the. richer man of the two. He would have a 
flock of gods of fome kind or other, which, thougli 
it might not be worth all that itcofl, would always 
be worth fomething. No trace or vefUge of tho 
expenfe of the latter would remain, and theeffeCis 
of.ten or twenty years profufion would be as com- 
pletely aunihilated as if they had never exifted. . 

As the one mode of expenfe is more favor- 
able than the other to the opulence of an indivi- 
dual , fo is it likewife to that of a nation. The 
houfes , the furniture, the clothing of the rich , 
in a little time, become ufeful to the inferior and 
middling ranks of people. They are able to 
piirchafe them when their fuperiors grow weary 
of them , and the general accommodation of the 
whole people is thus gradually improved , when 
this mode of expenfe becomes univerfal among 
men of fortune. In countries which have long 
been rich , you will frequently find the inferior 
ranks of people in pofTeffion both of houfes and 
furniture perieflly good and entire, but of. which 
neither the one could have been built , nor the 
other have been made for their ufe. What was 
formerly a feat of the family of Seymour, is now 
an inn upon the Batli ,road. The marriage-bed 
of James the Firft of Great Britain , which his 
Queen, brought with her from Denmark , as a 
prefent fit for a fovereign to make to a fovereign , 
was, a few years. ago, the ornament of an ale- 
honfe at Dunfermline. In fome ancient cities, 
which either have been long ftationary , or have 
gone,fomewhat .to decay, you will fometimes 
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fcarce find a fingle honfe which could have been 
built for its prefent inhabitants. If you go into 
thofe houfes too , you will frequently find many 
excellent, thougli antiquated pieces of furniture, 
which are ftill very fit for ufe, and which could 
as little have been made for them. Noble palaces 
magnificent villas, great colleftions of Books, 
flatues, pictures, and other curiofities, are frequently 
both an ornament and an honor, not only to the 
neighbourhood , but to the whole country to which 
they belong. Verfailles is an ornament and an honor 
to France, Stowe and Wilton to England. Italy 
Hill continues to command fome fort of veneration 
by the number of monuments of tljis kind which 
it pofTeffes , though the wealth which produced 
them has decayed, and though the genius which 
planned them feems to be extinguilhed , perhaps 
from not having the fame employment. 

The expenfe too , which is laid out in durable 
commodities, is favorable, not only to accumu-^ 
lation , but to frugality. If a perfon fhould at 
any time exceed in it , he can eafily reform with- 
out expofing himfelf to the cenfure of the pub- 
lic. To reduce very much the number of his 
fervants , to reform his table from great profufion 
to great frugality, to lay down his equipage after 
he has once fet it up , are changes which cannot 
efcape the obfervation of his neighbours , and 
which are fuppofed to imply fome acknowledge- 
ment of preceding bad condu^l. Few, there- 
fore, of thofe who have once been fo unfortunate 
as to launch out too far into this fort of expenfe , 
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have afterwards the courage to reform , till ruin 
and bankruptcy oblige them. But if a perfon 
has, at any time, been at too great an expenfe in 
building, in furniture, in books orpi£lures, no 
imprudence can be inferred from his changing 
his conduft. Thefe are things in which further 
expenfe is frequently rendered unneceffary by 
former expenfe; and when a perfon Bops lhort> 
he appeal's to do fo , not becaufe he has ex- 
ceeded his fortune, but becaufe he has &tished 
his fancy. 

The expenfe , befides , that is laid out in dur- 
able commodities, gives maintenance, commonly, 
to a greater number of people, than that which 
is employed in the moft profufe hofpitality. Of 
two or tliree hundred weight of provilions, which 
may fometimes be feryed up at a great fefiival, 
one-half, perhaps, is thrown to the dunghill, and 
there is always a great deal wafted and abufed. 
But if the expenfe of this entertainment had been 
employed in fetting to work mafons , carpenters, 
upholfterers , mechanics , &c. a quantity of prtt- 
vifions, of equal value, would have been diftri- 
buted among a ftill greater number of people, 
who would, have bought them in penny-worths 
and pound weights, and not have loft or thrown 
away a fingle ounce of them. In the one way, 
Befides, this expenfe maintains produ£Uve, in the 
other unprodudive hands. In the one way 
therefore, it increafes, in the other, it does not 
increafe , the exchangeable value of the annual 
produce of the land and labor of the country. 
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I would not , however , by all this bo under- 
ftood to mean, that the one fpecies of expenfe 
always betokens a more liberal or generous fpirit 
than the other. When a man of fortune fpends 
his revenue chiefly in hofpitality, he fliares the 
greater part of it with his friends and compa- 
nions ; but when he employs it in purchafing 
,fuch durable commodities , he often fpends the 
whole upon his own perfon , and gives nothing to 
any body without an equivalent. The latter 
fpecies of expenfe , therefore , efpecially when 
directed towards frivolous obje£ls, the little orna- 
ments of drefs and furniture, jewels, trinkets, 
gewgaws, frequently indicates, not only a trifling, 
but a bafe and felfifli difpofition. All that 1 
mean is , that the one fort of expenfe , as it always 
occafions fome accumulation of valuable com- 
modities , as it is more favorable to private frugality, 
and, confequently , to the increafe of the public 
capital , and as it maintains produdive , rather 
than unprodudive hands , conduces more than 
the other to the growth of public opulence. 
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CHAP. IV. 

% 

Of Stock lent at Interejl. 

T 

X HE flock which is lent at intereft is always 
confidered as a capital by the lender. He expedU 
that in due time it is to be rellored to him, and 
that in the mean time the borrower is to pay him 
a certain annual rent for the ufe of it. The borrower 
may ufe it either as a capital , or as a flock referved 
for immediate confumption. If he ufes it as a capital, 
he employs it in the maintenance of produilive 
laborers, who reproduce the value with a profit. He 
<^an , in this cafe, both rellore the capital and pay the 
intereft without alienating or encroaching upon any 
other fource of revenue. If lie ufes it as a flock 
referved for immediate confumption , he afls the 
part of a prodigal, and diffipates in the mainte- 
nance of the idle , what was deftined for the fup- 
port of the induftrious. He can, in this cafe,- 
neither rellore the capital nor pay the intereft, 
without either alienating or encroaching upon 
fome other fource of revenue , fuch as the property 
or the rent of land. 

The flock which is lent at intereft is, no 
doubt, occafionaliy employed in both thefe ways, 
but in the former much more frequently .than in 
the latter. The man who borrows in order to 
fpend will foon be ruined , and he who lends to 
him will generally have occafion to repent of his 
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folly. To borrnw or to lend for fuch a purpofe, 
therefore, is in all cafes, where grofs ufnry is out 
of the queftion , contrary to the intereft of both 
parties ; and though it no doubt happens fometimes 
that people do both the one and the other; yet, 
from the regard that ail men have for their own 
in tereft, we may be affured , that it cannot happen 
fo very frequently as we are fometimes apt to- 
imagine. Afk any rich man of common prudence, 
to which of the two forts of people he has lent the 
greater part of his flock , to thofe who , he thinks, . 
will employ it profitably, or to thofe who will 
fpend it idly , and he will laugh at you for propofing. 
the queftion. Even among borrowers , therefore , 
not the people in the world moft famous for frugal- 
ity, the number of the frugal and induftrious 
furpaffes confiderably that of the prodigal and idle. 

The only people to whom flock is commonly 
lent, without their being expelled to make any 
very profitable ufe of it, are country gentlemen 
who borrow upon mortgage. Even they fcarce 
ever borrow merely to fpend. What they bor- 
row, one may fay, is commonly fpent before they 
borrow it. They have generally confumed fo 
great a quantity of goods, advanced to them 
upon credit by fhopkeepers and tradefmen, that 
they find itnecefl'ary to borrow at intereft in order 
to pay the debt. The capital borrowed replaces 
the capitals of thofe fhopkeepers and tradefmen, 
which the country gentlemen could not have 
replaced from the rents of their eftates. If is not 
properly borrowed in order to be fpent , but in 
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order to replace a capital which had been fpent * 
before. 

Almoft all loans at intereft are made in money, 
either of paper, or of gold and filver; But what 
the borrower really wants, and what the lender 
. really fupplies him with , is not the money, but the 
money’s worth , or the goods which it can purchafe. 
If he wants it as a flock for immediate confumption, 
it is thofe goods only which he can place in that 
flock. If he wants it as a capital for employing 
induflry, it is from thofe goods only that the in- 
duflrious can be furnifhed with the tools, materials, 
and maintenance, necelTary for carrying on their 
work. By means of the loan, the lender, asitwere, 
afligns to the borrower his right to a certain portion 
of the annual produce of the land and labor of the 
country, to be employed as the borrower pleafes. 

The quantity of flock, therefore, or, as it is 
commonly exprefled, of money which can be lent 
at intereft in any country, is not regulated by the 
value of the money, whether paper or coin , wliich 
ferves as the inflrument of the different loans made 
in that country, but by the value of that part of' 
the annual produce which, as foon as it comes 
either from the ground , or from the hands of the 
produflive laborers , is deflined not only for re- 
placing a capital, but fuch a capital as the owner 
does not care to be at the trouble of employing 
himfelf. As fuch capitals are commonly lent out 
and paid back in money, they conllitute what is 
called the monied interefl. It is diflin£l, not 
only from the landed, but fyom the trading and 
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nianufafluring interefls, as in thefe lafl the owners 
themfelves employ their own capitals. f>eii in the 
monied interelt, however, the money is, as it were, 
but the deed of alTignmem, wliich conveys from 
one hand to another thofe capitals wliich the owners 
do not care to employ themfelves. Thofe capitals, 
may be greater in almoll any proportion , than the 
amount of the money which ferves as the inftrument 
of their conveyance; tlie fame pieces of money 
fucceflively fefving for many different loans, as well 
as for many different purchafes. A , for example, 
lends to W a thoufand pounds, with which W 
immediately purchafes of B a thoufand pounds 
worth ofgoods. B having no occafion for the money 
himfelf, lends the identical pieces to X , with whicli 
X immediately purchafes of C another thoufand 
pounds worth of goods. C in the fame manner, and. 
for the fame reafon, lends them to Y, who again 
purchafes goods with them of D. In this manner 
the fame pieces , eitherofeoin or ofpaper, may, in 
the courfe of a few days , ferve as the inftrument 
of three different loans, and of three different pur- 
chafes, each of which is in value, equal to the 
whole amount of thofe pieces. What the tliree 
monied' men A, B, and C, aflign to the three 
borrowers, W, X, Y, is the power of making 
thofe purchafes. In this power confift both the value 
and the ufe of the loans. The Bock lent by the three 
monied men, is equal to’ the value of the goods which 
can be purchafed with it, and is three times greater 
than that of the money with which the purchafes are 
made, Thofe loans , however , may be all perfedly 

well 
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Well fecured , the goods purchafed by the different 
debtors being fo employed, as, in due time to 
bring back, With a profit, ah equal value either 
of coin or of paper. And as the fame pieces of 
money can thusferve as the inftrument of different 
loans to three , or for the fame reafon , to thirty 
times their value , fo they may likewife fucceflively 
ferve as the inltfument of repayment. 

A capital lent at intereft may, in this manner, be 
confidered as an affignment from the lender to the 
borrower of a tfertain confiderable portion of the 
annual produce; upon condition that the borrower 
ih return fiiall , during the continuance of the loan, 
annually affign to the lender a fmaller portion , 
Oalled the intereft; and at the end of it a portion 
equally confiderable with that which had originally 
been afligned to him, called the repayment. Though 
money , either coin or paper, ferves generally as the 
deed of affignment both to the fmaller, and to the 
more confiderable portion, it is itfelf altogether 
different from what is affigned by it. 

Ih proportion as that ftiare of the annual produce 
which, as foon as it comes either from the ground , 
or from the hands of the produflive laborers^ is 
deftined for replacing a capital j inCreafes in any 
Country , what is called the monied intereft natu- 
rally increafes with it. The increafeof thofe parti- 
cular capitals from which the owners wifli to de- 
rive a revenue, without being at the trouble of em- 
ploying them themfelves, naturally accompanies 
the general increafe of capitals ; or, in , other 
words; as ftock increafes, the quantity of ftock to 
fV. 0/ iV. 2. 9 
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be lent at intereil grows gradually greater and 

greater. ' 

As the quantity of flock to be lent at intereft 
increafes , the interefl, or the price which muftbe 
paid for the ufe of that flock, necelTarily diminiflies^ 
not only from thofe general caufes which make the 
market price of things commonly diminifli as their 
quantity increafes, but from other caufes which are 
peculiar to this particular cafe. As capitals increafe 
in any country, the profits whicb can be made by 
employing them neceffarily diminifli. It becomes 
gradually more and more difficult to find within 
the country a profitable method of employing any 
new capital. There arifes in confequence a compe- 
tition between different capitals , the owner of one 
endeavouring to get poffeffion of that employment 
which is occupied by another. But upon moft 
occafions he can hope tojuftle that other out of 
this employment , by no other means but by 
dealing upon more reafonable terms. He muft not 
only fell what he deals in fomewhat cheaper, but 
in order to get it to fell , he muft fometimes too 
btiy it dearer. The demand for produilive labor, 
by the increafe of the funds which are deftined 
for maintaining it, grows every day greater and 
' greater. Laborers eafily find employment, but the 
owners of capitals find it difficult to get laborers 
to employ. Their competition raifes the wages of 
labor , and fmks the profits of flocL But when 
the profits which can be made by the ufe of a. 
capital are in this manner diminiflied, as it were, 
at both ends, the price which can be paid for the 
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tSfe of it, that is , the rate ofintereft, muft necef- 

farily be dirninifhed with them. ‘ ' * 

* Mr. Locke, Mr. Law, and Mr. Montefquieu, 
as well as many other writers, feem to have 
imagined' that the incfeafe of the qliantUy of 
gold and filver , in‘’Cohrequence of tHe difcovery 
of the Spanifh Welt Indies, was’ the real caufe 
of the' lowering of the rate of intereft through 
the greater part of Europe." 'Thofe metals, they 
fay, having become of tefs value themfelves, the 
ufe of ahy particular portion ^oF theni neceffarily 
became* of lefs value tod,’ arid corifequeVitly the* 
price which^’could be paid* for it. This notion, 
which at firft figh't feetiis fd plaufibte,’ has' been 
fo fully expofed' by ‘Mr. Hiime, that it is, per- 
haps, unnecefl'ary to fay any thing more about it. 
The following very llioft* *and plain argument, 
however, may' ferve to explain more diflinilly 
the fallacy which feems to* have milled thofe 
gentleman.' ‘ 

Before' the difcovery of the Spanifh Weft- Indies, 
ten per cent, feems'to 'have been the conlhidn rate' 
of intereft 'through thegreater part of'Euiope: 
has fince that time* in different countries funk to' 
fix, five,' four, and three per cent. Let us fuppofe' 
that jn every particular country the value of filyer 
has funk' precifely' in the fame proportion as the 
fate ofintereft; and that in thofe countries ^ for 
example, where intereft has been reduced from 
ten to five' per cent. ; the fame quahtity of filver 
can now purchafe juft halt the quantity of goods’ 
which it could* have purchaled Before. ' ‘ This- 
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fuppofition will not, I believe, be found any-wherd 
agreeable to the truth, but it is the mod t.ivorable 
to the opinion which we ate going to examine j 
and even upon this fuppofition it is utterly impof- 
fible that the lowering of the value of filver could 
have the fmalleft tendency to lower the rate of 
intereft. If a hundred pounds are in thofe countries 
now of, no more value than fifty pounds were 
then, ten pounds mud now be of no more value 
than five pounds were then. Whatever were the 
caufes which lowered the value of the capital, the 
fame mud neceflarily have lowered that of the 
intered, and exaiily iri the fame proportion^ The 
proportion between the value of the capital and 
that of the intered , mud have remained the fame « 
though the.rate had never been altered. By altering 
the rate, on the contrary, the proportion between 
thofe two values is neceffarily altered. If a hundred 
pounds now are worth no more than fifty were 
then, five pounds now can be worth no more than 
two pounds ten fbillings were then. By reducing 
the rate of intered , therefore, from ten to five per 
cent., we give for the ufe of a capital, which is. 
fuppofed to be equal to one- half of its former value, 
an intered which is equal to one- fourth only of 
the value, of the former intered* 

Any increafe in the quantity of diver, while 
that of the commodities circulated by means of it 
remained the fame, could have no other effeil^ 
than to diminidi the value of that metal. ,The. 
nominal value of all forts of goods would be 
greater, but their real value would be precifely 
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the fame as before. They would be exchanged 
for a greater number of pieces of filver'^^but the 
quantity of labor which they could command , the 
number of people wh«n they could maintain and 
employ, would be precifely the fame. The capital 
of the country would “be the fame, though a 
greater number of pieces might be requifite for 
conveying any equal portion of it from one han4 
to another. The deeds of affignment , like the 
conveyances of a verbofe attorney, would be mor^ 
cumberfome, biit the thing afligned’ wpuld be 
preVifely the fame as before', and chuld produce 
only the fame effefls. The funds foir/rhaintaining 
produ£Hve labor being the fame , the dernariH for 
it would be the fame. Its price or wages ^ there^- 
fore, though nominally greater would 'really b^ 
the fame.* They would be paid in a'gredter number 
of pieces of filver; , but they would* pufcfiafe 'only 
the fame quantity of goods. * The profits rdf flopk 
would be the fame both nominally and really. The 
\yages of labor are commonly computed JBy the 
quantitv of filver which is paid to the laborer. 
When that is increafed, therefore, his waige^ appear ' 
to be increafed, though they mayfometimes be no 
creater than before. But the profits of ftdcK are not 
cortiputed by the number of pieces of filver vvith 
which they are paid, but by the pqrportion which 
thofe pieces bear to the whole capital employed. 
Thus in a particular cpuritry five fliillings a week 
are faid to be the com rp oil wages of labor, and 
ten per cent, the common profits of flock. But 
the whole capital' of the country 'being the fame \ 
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as before, the competition between the different 
capitals of individuals ipto which it was divide<^ 
would likewife be the fame. They would all trad^ 
with the fame advantages and difadvantages. The 
common proportion betwetn capital and profit , 
therefore, would be the fame, andconfequently the 
common in tereftofmqney ; whatcan compionly bp 
given for the ufe of money beingnecelTarily j:egulate4 
by what can commonly be made by the ufe ofit. 

Any increafe in the' quantity of commodities 
annually circulated within the country, while thajc 
of the money which circulated them remained the 
fame, would, on the contpry, produce many othey 
Jmportant effefls , belides that of raifingthe value 
of the money. The capital of the country , though 
It rriight' nominally be the fame, would really be 
augmented. ' It might continue to be expreffed by 
the fame quptity of money, but it would com- 
mand a neater quantity of l^bqr. The quantity 
of prodi^ive labor which it could maintain and 
employ (Would be increafed, and confequeptly |;hp 
VlemandTof that labor. Its wages would naturally 
rife with the demand, 'and yet might appear to 
fink. .They might be p<iid with a fmaller quantity 
fmaller quantity might ppfchafp 
a greater, quantity of goods than a greatpt 
done before. ^ The profits of flock would, bp 
dimiHiflied both really and in appearance, Thp 
whole capital of the .cpontry being* augrpented^ 
the competition betvveen the different capit^?. ot 
which it was cpmpofed> would naturally, , bp 
augmented along with-it. • , T^^e' owners of thol^ 
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particular capitals would he obliged to content 
tliemfelves with a fmaller proportion of the pro- 
duce of that labor which their refpe£five capitals 
employed. The intereft of money, keeping pace 
always with the profits of ftock, might, in this 
manner, be greatly diminiflied , though the value 
of money, or the quantity of goods which any 
particular fum could purchafe, was greatly aug- 
mented. 

In fome countries the intereft of money has been 
prohibited by law. But as fomething can every- 
where be made by the ufe of mon^y , fomething 
ought every-where to be paid for the ufe of it. 
This regulation , inftead of preventing, has been 
found from experience to increafe the evil of nfury ; 
the debtor being obliged to pay , not only for the 
ufe of the money , but for the rifk which his 
creditor runs by accepting a compenfation for that 
ufe.. He is obliged , if one may fay fo , to irifure 
his creditor from the penalties of ufury. 

. In countries where intereft is permitted, the 
law, in order to prevent the extortion of ufury, 
generally fixes the higheft rate which can be taken 
without incurring a penalty. This rate ought 
always to be fomewhat above the loweft market 
price, or the price which is commonly paid for 
the ufe of money bythofe who can give the moft 
undoubted fecurity. If this legal rate fliould be 
fixed below the loweft market rate , the effe<3s of 
this fixation muft be nearly the fame as thofe of 
a total prohibition of intereft. The creditor will 
not lend his money for lefs than the ufe of it is 
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worth , and the debtor muft pay him for the rift 
.which he runs by accepting the full value of that 
ufe. If it is 'fixed precifely at the loweft market 
price, it ruins with hpneft people, who refpecS the 
laws of their country, the credit of all thofe who 
cannot give the very beft fecurity, and obliges 
thern to have recoiufe to exorbitant nfurers. In a 
country, fuch as Great Britain , where money is 
lent to government at three per cent, and to private 
people upon good fecurity at four , and four and 
a half, the prefent legal rate, five per cent., is 
perhaps , as proper as any. 

The legal rate, it is to be obferved,. though it 
ought to be fomewhat above, ought not to be much 
above the loweft market rate, if the legal rate of 
intereft in Great Britain , for example, was fixed fo 
high as eight or ten per cent., the greater part of the 
money which was to be lent , would he lenttapro-r 
digals and projectors , who alone would be .willing 
to give this high intereft. Sober people, who will 
give for the ufe of money no. more than a part of 
what) they are likely to make by the ufe of it, 
would not venture into the competition. A great 
part of the capital of the country would thus bekept 
out of the hands which were mbft likely to make 
a profitable and advantageous ufe of it, and thrown 
into thofe which were raoft likely to wafte and 
deftroy it. Where the legal rate of intereft, on the 
contrary, is fixed but a.very little above the loweft. 
market rate, fober people are uni verfally preferred, 
as borrowers, to prodigals. and projectors. The 
petfon who lends money, gets nearly as muefi: 
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intereft from the former as he dares to take from 
the latter , and his money is much fafer in the 
hands of the one fet of people, than in thofe of 
the other. A great part of the capital of the 
country is thus thrown into the hands in which it 
is moft likely to be employed with advantage. 

No law can reduce the common rate of intereft 
below the loweft ordinary market rate at the time 
when that law is made. Notwithftandingtheedi<S 
of 1766, by which the French king attempted to. 
reduce the rate ofintereft from'five to four per cent. , 
money continued to be lent in France at five per 
cent. , the law being evaded in feveral different ways. 

The ordinary u:\arket price of land , it is to be 
obferved , depends every-where upon the ordinary 
market rate of intereft. The perfon who has a 
capital from which he wilhes to derive a revenue , 
without taking the trouble to employ it himfelf, 
deliberates whether he fliould buy land with it, 
or lend it out at intereft. The fuperior fecurity 
of land , together with fome other advantages 
which alnfioft every-where attend upon this fpecies 
of property, will generally difpofe him to con- 
tent himfelf with a fmalter revenue from land , 
than what he might have by lending out his mo- 
ney at intereft, Thefe advantages are fufficient 
to compenfate a certain difference of revenue ^ 
but- they will compenfaffe a certain difference 
only ; and if the rent of land fliould fall fhort of 
the in<Cereft of money by a greater difference, no- 
body would buy land', which would foon reduce 
hs ordinary price. ■ On the contrary , if the 
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advantages fliould much more than compenfate the 
difference, every body would jpuy land, which 
again would loon raife its ordinary price. When 
intereft was at ten per cent. , land was commonly 
fold for ten and twelve years purchafe. As in- 
tereft funk to fix , five , and four per cent. , the 
price of land rofe to twenty, five-and-twenty, and 
thirty years . purchafe. The market rate of inter-' 
eft is higher in France than in England ; and 
the common price of J and is lower. In England 
it commonly fells at thirty ; in France at twenty ' 
years purchafe, , 

I.'t 

C H A P. V. 

Of the different employment of Capitals. 

'hough all capitals are deftined for the 
maintenance of produifive labor only , yet the 
quantity of that labor , which equal capitals are 
capable of. putting into motion, varies extremely 
according to the diverfity of their employment ; 
as does likewife the value which that employment 
adds to the annual produce of the land and labor 
of the country. 

A capital may be employed in four different 
ways: either, firft, in procuring the rude produce 
annually required for the ufe and confumption of 
the fociety ; or fecondly , in manufadluring and 
preparing that rude produce for immediate ufe and 
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confumption or , thirdly , in tranfpcwting either 
the rode or manufadored produce from theiplaces 
where they abound to .thofe where they are jivant- 
ed ; or , laftly , in dividing particular portioniS of 
either into fuch fnjall parcels as fnjt the occa- 
fional demands of .thofe .who want them. In the 
firft way are employed the capitals of all thofe 
wlio undertake the improvement or cultivation 
of lands , mines , or fiflieries ; in the fecond , thofe 
of all mailer manufa£lurers ; in the third, thofe 
of all wholefale merchants; and in the fourth, 
thofe of all retailers. It is difficult to conceive 
that a capital Ihould be employed in, any way 
which may not be clalfed under fome one or 
other of thofe four. 

Each . of thofe four methods of employing a 
capital , is elTentially necelfary either to the exift- 
ence or extenfion of the other three , or to the 
general conveniency of the fpciety. 

Unlefs.a capital was employed in fnmiffiing 
rude .produce to a certain degree of abundance , 
neithier'manufa^turevncr trade of any kind could 
exiffi .. 

Unlels a capital was employed im manu- 
fa£luring that part of the rude produce which 
requires a good deal of preparation before it can 
be;fit for ufe and confumption, it either would 
nevj^f^ be produced, becaufe there cquld be np 
demand, for 'it,; or if it was produced fponta- ^ 
nepully, ,it would be of no value in exchange, 
and. cpuldTadd nothing to the wealth of the 
‘Society. , ! i; . 
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Unlefg a capital was employed in tranfporting, 
either the rude or manufaflured produce from 
the places where it abounds to thofe where it is 
wanted ^ ho more of either could be produced thaa 
was neceflary for the confumption of the neigh- 
bourhood. The capital of the merchant exchanges 
the furplus produce of one place for that of another, 
and thus encourages t^ie induftry and increafes the 
enjoyments of both. 

Unlefs a capital was employed in breaking and 
(dividing certain portions either of the rude or 
manufa£lured produce, into fuch fmall parcels as 
fuit the occafional demands of thofe who want 
them, every man would be obliged to purchafe a 
greater quantity of the goods he wanted, thari 
his immediate occafions required. If there was no 
fuch trade as a butcher , for example , every mart 
Would be obliged to purchafe a whole ox or a 
whole llieep at a time. This would generally be 
inconvenient to the rich , and much more fp to the 
r poor. If a poor workman was obliged to purchafe 
a month'-s or fix months' provifions at a time , 
great part of the flock which he employs as a ca- 
pital in the inflruments of his trade, or in the fur- 
niture of his fhop , and which yields him a revenue, 
he would be forced to place in that part of his 
flock which is referved for immediate confump’tidn, 
and which yields him no revenue. Nothing can be 
more convenient for fuch a perfon than to he able, 
to purchafe his fubfiflence from day to day, or even • 
from hour to hour, as he wants it. He is thereby 
enabled to employ almoR his whole Aock as 4 
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Capital. He is thus enabled to furnilh work to a 
greater value , and the profit, which he makes by 
it in this way, much more than compenfates the 
additional price which the proht of the retailer 
impofes upon the goods. The prejudices of fome 
political writers againft fliopkeepers and tradefmen, 
are altogether without foundation. So far is it from 
being neceffary , either to tax them , or to reftrift 
their numbers, that they can never be multiplied 
fo as to hurt the public , though they may fo as 
to hurt one another. The quantity of grocery goods, 
for example , which can be fold in a particular 
town , is limited by the demand of that town and 
its neighbourhood. The capital, therefore , which 
can be employed in the grocery trade cannot ex- 
ceed what is fufficient to purchafe that quantity. 
If this capital is divided between two different 
grocers, their competition will tend to make both 
of them fell cheaper, than if it were in the hands 
of one only ; and if it were divided among twenty, 
their competition would bejuftfo much the greater, 
and the chance of their combining together, in 
order to raife the price , juft fo much the lefs. Their 
competition m ight perhaps ruin fome of themfelves; 
but to take care of this is the bufinefs of the parties 
concerned , and it may fafely be trufted to their 
difcretion. It can never hurt either the confumer, 
or the producer; on the contrary , it muft tend to 
make the retailers both fell cheaper and buy dearer, 
than if the whole trade was monopolized by on© 
or two perfons. Some of them, perhaps, may 
fometiraes decoy a weak cuftomer to buy what 
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he has no occafion for. This evil , however , is of 
too little importance to deferve the public atten- 
tion, nor would it neceffarily be prevented by 
reftriiling their numbers. It is not the multitude 
of ale-houfes , to give the moft fufpicious example , 
that occafions a general difpofition to drunkenneft 
among the common people, but that dirpoiitioti 
I arifing from other caufes neceffarily gives employ- 
ment to a multitude of ale-houfes. 

The perfons whofe capitals are employed in 
any. of thofe four ways are themfelves produiiive 
laborers. Their labor , when properly di- 
rected , fixes and realizes itfelf in the fubjeCt or 
vendible commodity upon which it is bellowed , 
and generally adds to its price the value at leaft 
of their own maintenance and confumption. 
The profits of the farmer, of the manufacturer, 
of the merchant, and retailer, are all drawn from 
the price' of the goods which the two firft pro- 
duce, and' the two lalt buy and fell. Equal ca- 
pitals, however, employed in each of thofe four 
different ways, will immediately put into motion 
very different quantities of productive labor, 
and augment too in very different proportions 
the value of the annual produce of the land and 
labor of the fociety to which they belong. 

The capital of the retailer replaces , together 
with its profits, that of the merchant of whom he 
purchafes goods , and thereby enables him to 
continue his' bufinefs. The retailer himfelf is 
the only productive laborer whom it imme- 
diately employs. In his profits, confiffs the 
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whole value which its employment adds to the an- 
nual produce of the land and labor of the fociety. 

The capital of the wholefale merchant re- 
placed, together with their profits, the capitals of 
the farmers- and manufaflurers of whom he pur- 
• chafes the rude and manufaflured produce whicb 
he deals in , and thereby^ enables them- to con- 
tinue their refpe£live trades. It is by this fer- 
vice chiefly that he contributes indirectly to fup- 
port the produflive labor of the fociety, and to 
increafe the value of its annual produce. 'Hia 
capital employs too the failors and carriers who 
tranfport his goods from one place to another^ 
and it augments the price of thofe goods by the 
value, not only of his profits, but of their wages* 
This is all the produdUve labor which it imme- 
diately puts into motion, and all the- value which 
it immediately adds to the annual produce. Its 
operation in both thefe refpedls is a; good deal 
fuperior to that of the capital of the retailer; 

Part of the capital ofthe mafter manufadiurer 
is employed as a fixed capital in the inftrumenta 
of his trade, and replaces, together* with its pro- 
fits , that of fome other artificer of whom he pur- 
chafes them. Part of his circulating capital ia 
employed in purchafing materials , and replaces , 
with their profits, the capitals of the farmers and 
miners of whom he p.urchafes them. But a great 
part of it is always , either annually ,. or in a much 
fliorter period, diflributed among the different 
workmen whom he employs: It augments the 
value of thofe materials by their wages by 
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their mafters* profits upon the whole flock of wages* 
materials, and inflruments of trade employed in the 
bufinefs. It putsimriiediately into motion, therefore, 
a much greater quantity ofproduffive labbr, and 
adds a much greater value to the annual produce 
of the land and labor of the fociety, than an equal 
capital in the hands of any wholefale merchant. 

No equal capital puts into motion a greater 
quantity of productive labor than that of the, 
farmer. Not only his laboring fervants, but 
his laboring cattle, are productive laborers; In 
agriculture too , nature labors along with marl ; 
and though her labor cofls no expenfe , its pro- 
duce has its value , as well as that of the mofl ex- 
penfive workmen. The mofl important opera- 
tions of agriculture feem intended * not fo much 
to increafe , though they do that too , ds to direct: 
the fertility of nature towards the production of 
the plants mofl profitable to man. A field over- 
grown with briars and branibles may frequently 
produce as great a quantity of vegetables as the 
befl cultivated vineyard or corn ‘field. Planting 
and tillage frequently regulate more than they 
animate the active fertility of nature, and after 
' all their labor, a great part of the work always 
remains to be done by her. The laborers and 
laboring cattle , therefore , employed in agri- 
culture , not only occafion , like the workmen in 
manufactures, the reproduflion of a value equal 
to their own confumption , or to the capital which 
employs them , together with its owners* profits ; 
but of a much greater value. Over and above 
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the capital of the farmer and all its profits,^ they 
regularly occafion the reproduflion of the rent of 
the landlord. This rent may be conlidered as the 
produce of thofe powers of nature, the ufe of 
which the landlord lends to the farmer. It is greater 
or fmaller according to the fiippofed extent j of 
thofe powers, or in other words, according to 
the fuppofed natural or improved fertility of the 
land. It is the work of nature which remains after 
deducing or compenfating every thing which can 
be regarded as the work of man. It is feldom lefs 
than a fourth , and frequently more than a third 
of the whole produce. No equal quantity of pro- 
duflive labor employed in manufaflures can ever 
occafion fo great a reprodu£lion. In them nature 
does nothing; man does all; and thereproduflioh 
miifi always be in proportion to the ftrength of the 
agents that occafion it. The capital, employed in 
agriculture, therefore, not only puts into motion 
a greater quantity of produflive labor than any 
equal capital employed in manufaflufes , but in 
proportion too to the quantity of produflive labor 
which it employs, it adds a much greater value 
to the annual produce of the land and labor of 
the country , to the real wealth and revenue of its 
inhabitants. Of all the ways in which a capital 
can be employed, it is by far the moft advantageous 
to the fociety. . 

The capitals employed in the agriculture and 
in the retail trade of any fociety , muft always 
refide witliin that fociety. Their employment is 
confined almofl to a precife fpot, to the farnS) 
fF, of N. Q, ' _ 10 
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and to the fliop of the retailer. They muft gc^ 
nerally too, though there are fome exceptions to 
this, belong to rehdent members of the fociety. 

The capital of a wholefale merchant, on the 
contrary , feems to have no fixed or necefiary re- 
fidence any- where, but may wander about from 
place to place, according as it can either buy 
cheap or fell dear. 

The capital of the manufaflurer muft no doubt 
refide where the manufaflure is carried on ; but 
where this lliall be is not always neceffarily deter- 
mined. It may frequently be at a great diftance 
both from the place where the materials grow , 
and from that where the complete manufacture is 
confumed. Lyons is very diftant both from the 
places, which afford the materials of its manufac- 
tures, and from thofe which confume them. The 
people of fafiiion in Sicily are clothed in filks made 
in other countries , from the materials which their 
own produces. Part of the wool of Spain is manu- 
faClured in Great Britain , and fome part of that 
cloth is afterwards fent back to Spain. 

‘Whether the merchant whofe capital exports 
the furplus produce of any fociety be a native or 
a foreigner, is of very little importance. If he is 
a foreigner, the number of their produClive la- 
borers is neceffarily lefs than if he had been a 
native by one man only; and the value of their 
annual produce, by the profits of that one man. 
The failors or carriers whom he employs may ftill 
'^belong indifferently either to his country, or to 
their country, or to fome third country, in the 
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fame manner as if he had been a native. The 
capital of a foreigner gives a value to their fur- 
plus produce equally with that of a native, by 
exchanging it for fomething for which there is a 
demand at home. It as effeflually replaces the 
capital of the perfon who produces that furplus, 
and as effeflually enables him to continue his 
bufinefs; the fervice by which the capital of a 
wholefale merchant chiefly contributes to fupport 
the produflive labor, and to augment the value 
of the annual produce of the fociety to which he 
belongs. 

It is of more confequence that the capital of 
the manufadlurer Ihould refide within the coun- 
try. It neceflarily puts into motion a greater 
quantity of produilive labor, and adds a greater 
value to the annual produce of the land and la- 
bor of the fociety. It may, however, be very 
ufeful to the country, though it fliould not refide 
within it. The capitals of the Britifli manu- 
faflurers who work up the flax and hemp an- 
nually imported from the coafts of the Baltic, are 
fiirely very ufeful to the countries which produi.e 
them. Thofe materials are part of the furplus 
produce of thofe countries which, unlefs it 'was 
annually exchanged for fomething which is in 
demand there , would be of no value , and would 
foon ceafe to be produced. The merchants who 
export it, replace the capitals of the people who 
produce it, and thereby encourage them to con- 
tinue the produflion ; and the Britifli manufacturers 
replace the capitals of thofe merchants. 
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A particular country', in the fame manner as a 
particular perfon , may frequently not have capital 
fufficient both to improve and cultivate allits land*, 
to manufacture and prepare their whole rude pro- 
duce for immediate ufe and confumption , and to 
tranfport the furplus part either of the rude or 
manufactured produce to thofe diAant markets 
where it can be exchanged for fomething for which 
there is a demand at home. The inhabitants of 
many different parts of Great Britain have not 
capital fufficient to improve and cultivate all their 
lands. The wool of the fouthern counties of Scot- 
land is, a great part of it, after a long land car- 
riage through very bad roads, manufactured in 
Yorkfhire, for want of a capital to manufacture it 
at home. There are many little manufacturing 
towns in Great Britain, of which the inhabitants 
have not capital fufficient to tranfport the produce 
of their own induAry to thofe diAant markets where 
there is demand and confumption for it. If there 
'are any merchants amohg them , they are properly 
only the agents of wealthier merchants who refide 
in fome of the greater commercial cities. 

When tlie capital of any country is not fufli- 
cient for all thofe three purpofes , in proportion 
as a greater fliare of it is employed in agricul- 
ture , the greater will be the quantity of pro- 
duClive labor which it puts into motion within 
the country; as will likewife be the value which 
its employment* adds to the annual produce of 
the land and labor of the fociety. After agri- 
culture , the capital employed in manufaClures 
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puts into motion the greateft quantity of pro- 
dudive labor , and adds the greateft value to 
the annual produce. That which is employed 
in the trade of exportation , has the leaft effeii of 
any of the three. 

The country , indeed , which has not capital 
fufficient for all thofe three purpofes, has not 
arrived at that degree of opulence for which it 
feems naturally deftined. To attempt, however, 
prematurely and with an infufficient capital , to 
do all the three, is certainly not the fliorteft way 
for a fociety, no more than it would be for an 
individual, to acquire a fufficient one. The capital 
of all the individuals of a nation , has its limits in 
the fame manne^as that of a fingle individual, and 
is capable of executing only certain purpofes. The 
capital of all the individuals of a nation is increafed 
in the fame manner as that of a fingle individual , , 

by their continually accumulating and adding to 
it whatever they five out of their revenue. It is 
likely to increafe the fafteft, therefore, when it is 
employed in the way that affords the greateft re- 
venue to all the inhabitants of the country , as 
they will thus be enabled to make the greateft 
favings. But the revenue of all the inhabitants of 
the country is neceffarily in proportion to the value 
of the annual produce of their land and labor. 

It has been the principal caufe of the rapid 
progrefs of our American colonies towards wealth 
and greatpefs, that almoft their whole capitals 
have hitherto been employed in agriculture. 
.They have no manufadures, thaCe houfehoJdand 
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coarfer manufaflures excepted which neceffarily 
accompany the progrefs of agriculture , and which 
are the work of the women and children in every 
private family. The greater part both of the ex- 
portation and coaAing trade of America , is carried 
on by the capitals of merchants who refidein Great 
Britain. Even the ftores and warehoufes from which 
goods are retailed in fome provinces , particularly 
in Virginia and Maryland , belong many of them 
to merchants who refxde in the mother country , 
and afford one of the few inflances of the retail 
trade of a fociety being carried on by the capitals 
ofthofe who are not refident members of it. Were 
the Americans, either by combination or by any 
other fort of violence , to flop the importation of 
European manufadures , and, by thus giving a 
monopoly to fuch of their own countrymen as 
could manufa£lnre the like goods , divert any confi- 
derable part of their capital into this employment , 
they would retard inftead of accelerating the 
further increafe in the value of their annual pro- 
duce, and would obftruif inflead of promoting 
the progrefs of their country towards real wealth 
and greatnefs. This would be ftill more the cafe, 
were they to attempt, in the fame manner, to mono- 
polize to themfelves their whole exportation trade. 

The courfe of human profperity, indeed, feems 
fcarce ever to have been of fo long continuance 
as to enable any great country to acquire capital 
fulRcient for all thofe three purpofes; unlefs, 
perhaps, we give credit to the i wonderful ac- 
counts of the wealth and cultivation of China, 
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of thofe of ancient Egypt, and of the ancient 
flate of Indohan. Even thofe three countries, 
the wealthieft, according to all accounts, that 
ever were in the world , are chiefly renowned for 
their fuperiority in agriculture and manufac- 
tures. They do not appear to have been emi- 
nent for foreign trade. The ancient Egyptians 
had a fuperftitious antipathy to the fea; a fuper- 
flition nearly of the fame kind prevails among 
the Indians; and the Chinefe have never excelled 
in foreign commerce. The greater part of the 
furplus produce of all thofe three countries feems 
to have been always exported by foreigners , who 
gave in exchange for it fomething elfe for which 
they found a demand there, frequently gold. and 
filver. 

. * t 

It is thus that the fame capital will in any 
country put into motion a greater or fmaller 
quantity ofproduflive labor, and add a greater 
or fmaller value to the annual produce, of its 
land and labor, according to the different pro^ 
portions in wliich it is employed in agriculture, 
manufaflures, and wholefale trade. The differ- 
ence too is very great, according to the different 
forts of wholefale trade in which any part of it is 
employed. 

All wholefale trade, all buying in order to 
fell again by wholefale i may be reduced to three 
different forts. The home trade , the foreign 
trade of confumption , and the carrying trade. 
The home trade is employed in purchafing in one 
part of the fame country , and felling in another j 
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the produce of the induftry of that country. It 
Comprehends both the inland and the coafUng 
trade. The foreign trade of comfumption is em- 
ployed in purchafing foreign goods for home con- 
fumption. The carrying trade is employed in tranf- 
ailing the commerce of foreign countries, or in 
carrying the furplus produce of one to another. 

The capital which is employed in purchafing 
in one part of the country in order to fell in an- 
other the produce of the induRry of that country, 
generally replaces by every fuch operation two 
diflinil capitals that had both been employed in 
the agriculture or manufailures of that country, 
and thereby enables them to continue that em- 
■ployment. When it fends out from the refidence 
of the merchant a certain value of commodities , 
it generally brings back in return at leaftan equal 
value of other commodities. When both are the 
produce of domeftic induftry , it neceffarily re- 
places by every fuch operation two difUndl capi- 
tals, which had both been employed in fupport- 
ing produ£live labor, and thereby enables them 
to continue that fupport. The capital which 
fends Scotch manufaflures to London, and brings 
back Englifli corn and manufaclures to Edin- 
burgh , neceffarily replaces , by every fuch ope- 
ration , two Britifli capitals which had both been 
employed in the agriculture or manufaftures of 
Great Britain. 

The capital employed in purchafing foreign 
goods for home-confumption, when this purchafe 
is made with the produce of domeftic induftry, 
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of domeftic induftry ; or with fomething elfe that 
had been purchafed with it; for, the cafe of war 
and conqueft excepted, foreign goods can never be 
acquired, but in exchange for fomething that had 
been produced at home , either immediately , or 
after two or more different exchanges. The effe<3s 
therefore , of a capital employed in fuch a round- 
about foreign trade of confumption , are , in 
every refpefl , the fame as thofe of one employed 
in the moll dire£l trade of the fame kind , except 
that the final returns are likely to be flill more 
diftant, as they mull depend upon the returns 
of two .or three dillinfl foreign trades. If the flax 
and hemp ofKigaare purchafed with the tobacco 
of Virginia, which had been purchafed with Bri- 
tifli manufaflures , the merchant muft wait for the 
returns of two dillinif foreign trades before he can 
employ the fame capital in re-purchafing a like 
quantity of Britifli manufaflures. If the tobacco 
of Virginia had been purchafed , not with Britifli 
manufa<3ures , but with the fugar and rum of 
Jamaica which had , been purchafed with thofe 
manufa£)ures , he muft wait for the returns of three. 

If thofe two or three dillin£l foreign trades 
fhould happen to be carried on by two or three 
dillinfl merchants, of whom the fecond buys the 
goods imported by the firft, and the third buys 
thofe imported by the fecond ; in order to export 
them again , each merchant indeed will in this 
cafe receive the returns of his own capital more • 
quickly ; but the final returns of the whole capi- 
tal employed in the trade will be juft as flovy as 
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«ver. Whether the whole capital employed in 
fuchia round-about trade belong to one merchant 
or to three, can make no difference with regard 
to the country, though it may with regard to the 
particular merchants. Three times a greater ca- 
pital muft- in both cafes be employed , in order to 
exchange a certain value of Britilh manufa£lures 
for a certain quantity of flax and hemp , than 
would have been neceffary , had the manufa£lures 
and the flax and hemp been dire£lly exchanged 
for one another. The whole capital employed , 
therefore , in fuch a round-about foreign trade of 
confumption, will generally give lefs encourage- 
ment and fupport to the produdive labor of the 
country , than an equal capital employed in a more 
direct trade of the fame kind. 

Whatever be the foreign commodity with 
which the foreign goods for home-confumption 
are purchafed, it can occafion no effential differ- 
ence either in the nature of the trade , or in the 
encouragement and fupport which it can give to 
the produflive labor of the country from which 
it is carried on. If they are purchafed with the 
gold of Brafil, for example, or with the filver of 
Peru, this gold and filver, like the tobacco of 
Virginia, muft have been purchafed with fome- 
thing that either was the produce of the induftry 
of the country , or that had been purchafed with 
Ibmething elfe that was fo. So far , therefore , 
as the produflive labor of the country is con- 
cerned , the foreign trade of confumption which 
is carried on_|by means of gold and fflrer> has all 
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the advantages and all tfie inconvehiencies of any 
other equally round « about foreign trade of con- 
fumption, and will replace juft as fall or juft at 
flow the capital which is immediately employed 
in fupporting that produflive labor. It feems even 
to have one advantage over any other equally 
round-about foreign trade. The tranfportation of 
thofe metals from one place to another , on ac- 
count of their fmall bulk and great value, is lefs 
expenlive than that of almoft any other foreign 
goods of equal value. Their freight is much Ids , 
and their infurance not greater ; and no goods, 
befides, are lefs liable 'to fuffer by the carriage. 
An equal quantify of foreign goods, therefore, 
may frequently be purchafed with a fmaller quan- 
tity of the produce of domeftic induftry , by the 
intervention of gold and lilver , than by that of 
any other foreign goods. The demand of the 
country may frequently, in this manner, befup- 
plied more completely and at a fmaller expenfe 
than in any other. Whether, by the continual 
exportation of thofe metals , a trade of this kind 
is likely to empoyerifli'the country from which it 
is carried on, in any other- w^ay, I fliall have oc- 
cafion to examine at great length hereafter. 

That part of the capital of any country which 
is employed in the carrying trade, is altogether 
withdrawn from fupporting the produdive la- 
bor of that particular country , to fupport that 
of fome foreign countries. Though it may re- 
place by every operation two diftinff capitals., 
yet neither of them belongs to that particular 
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country. The capital of the Dutch merchant, 
which carries the corn of Poland to Portugal, 
and brings back the fruits and wines of Portugal 
to Poland, replaces by every fuch operation two 
capitals, neither, of which had been employed in 
fupporting the produflive labor oLHolland; but 
one of them in fupporting that of Poland , and 
the other that of Portugal. The profits only return 
regularly to Holland , and conflitute the whole 
addition which this trade neceffarily makes to the 
annual produce of the land and labor, of that 
country.. When, indeed, the carrying trade of any 
particular country is carried, on with thefliipsand 
failors of that country, that part of the capital 
employed in it which pays the freight, is diflrir 
buted among, and puts^into motion', ascertain 
number of produ6iive laborers of that country. 
Almoft ail nations that have had any confiderable 
fliare of the carrying trade have, in fa£l, carried it 
on in this manner. The trade itfelf has probably 
derived its name from it, the people of fuch coun- 
tries being the carriers to other countries. It does , 
not,‘ however, feem elfential to the nature! of the 
trade that it iliould be fo. A Dutch merchant may, 
for example, employ his capital in tranfafling the 
commerce of Poland and Portugal , by carrying part 
of the furplus produce of the one to the other, not 
in Dutch, but in Britilh bottoms. It may be pre- 
fumed , that he aflually does fo upon fome parti- 
cular occafions. It is upon this account, however, 
that the carrying trade has been fuppofed pecu- 
liarly advantageous to fuch a country as Great 
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Britain , of which the defence and fccurity depend 
upon the number of its failors and flipping. But 
the fame capital may employ as many failors and 
fliipping, either in the foreign trade of confump* 
tion, or even in the home-trade, when carried on 
by coafting veflels, as it could in the carrying 
trade. The number of failors and fliipping which 
any particular capital can employ, does not depend 
upon the nature of the trade, but partly upon the 
bulk of the goods in proportion to their value , 
and partly upon the dillance of the ports between 
which they are to be carried ; chiefly upon the 
former of thofe two circumflances. The coal-: 

' trade from Newcaftle to London , for example ; 
employs more fliipping than all the carrying trade 
of England , though the ports are at no great 
diflance. To force, therefore, by extraordinary 
encouragements, a larger fliare of the- capital of 
any country into the carrying trade, than what 
would naturally go to it, will not always necef- 
farily increafe the fliipping of that country. 

The capital , therefore , employed in the home-.^ 
trade of any country will generally give encou- 
ragement and fupport to a greater quantity of 
produflive labor in that country , and increafe 
the value of its annual produce more than an equal 
capital employed in the foreign trade of con- 
fumption : and the capital employed ’in this lat* 
ter trade has in both thefe refpefls a ftill greater 
advantage over an equal capital employed in the 
carrying trade. The riches , and fo far as power 
depends upon riches, the power of every country. 
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muft always be in proportion to the value of its 
annual produce , the fund from which all taxes 
muft ultimately be paid. But the great objeil of 
the political oeconomy of every country , is to 
increafe the riches and power of that country. It 
ought, therefore, to give no preference nor fupe- 
rior encouragement to the foreign trade of con- 
fumption above the home-trade, i or to the car- 
rying trade above either of the other two. It 
ought neither to force nor to allure into either of 
thofe two channels , a greater fhare of the capital 
of the country than what would naturally flow 
into them of its own accord. 

Each of thofe different branches of trade , 
however , is not only advantageous , but neceffary 
and unavoidable, when the courfe of things, without 
any conftraint or violence , naturally introduces it. 

When the produce of any particular branch 
of induftry exceeds what the demand of the 
country requires, the furplus muft be fent abroad, 
and exchanged for fomething for which there is 
a demand at home. Without fucli exportation , 
a part of the produflive labor of the country 
muft ceafe, and the value of its annual produce 
idiminifli. The land and labor of Great Bri- 
/ tain produce generally more corn , woollens , 
and hard ware, than the demand of the home- 
market requires. The furplus part of them , 
therefore, muft be fent abroad, and exclianged 
for fomething for which there is a demand at 
home. It is only by means of fuch exportation , 
that this furplus can acquire a value fufhcient to 
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compenfate the labor and expenfe of producing 
ir. The neighbourhood of the fea coaft , and 
the banks of all navigable rivers , are advan- 
tageous fuuations for induftry , only becaufe they 
facilitate the exportation and exchange of fuch 
furplus produce for fomething elfe which is more 
in demand tliere. 

When the foreign goods which are thus pnr- 
chafcd with the furplus produce of donullic in- 
duftry exceed the demand of the liome - market, 
the furplus part of them muftbefent abroad again, 
and exchanged for fomething more in demand at 
home. About ninety-fix thoufand hogfiieads of 
tobacco are annually purchafed in Virginia and 
Maryland, with a part of the furplus produce of 
Britiih induftry. But the demand of Great Britain 
does not require , perhaps , more than fourteen 
thoufand. If the remaining eighty-two thoufand, 
therefore , could not be fent abroad and exchanged 
for fomething more in derriand at home , the im- 
portation of them muft ceafe immediately , and 
with it the produflive labor of all thofe inhabit- 
ants of Great Britain , who are at prefent em- 
ployed in preparing the goods with which thefe 
eighty-two thoufand hogflieads are annually pur- 
chafed. Thofe goods, which are part of the produce 
of the land and labor of Great Britain, having no 
market at home, and being deprived of that which 
they had abroad , muft ceafe to be produced, 
The moft round-about foreign trade of confump» 
tion , therefore , may , upon fome occalion , 
]?e a» neceflary for fupporting the produdhvs 

labor 
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labor, of tjhe c’ountry ,>and the value of its annual 
produce^, :as. the moft direct, . o ^.> i "i 
r>,When the capital ftockrof any. country is inw 
Creafed to fuch . a .degree , that it cannot be' all 
employed . in fupply ing; • the * confumption ahcl? 
fupporting.the produ£live -labor of that particular' 
country, the furplns part of it naturally difgofges 
ijtfelfi intol the carr^dng trade ^ and* is employed in 
performing: the.Tame joffices to .other ‘ countries; 
The: carry ing. trade is the natural effeft and fymp- 
tom of great national wealth ; but it does . not 

feem to > be. the natnraL caufe of iu, Thofe-ftatef- 

/ * * 

men who. have, been -difpofed to. ftavor it.^with. 
particwlar. en.courageinentSj feem 'id have.miflaken. 
tbe teffed and ;fywptoiii Jor^^ .Holland^ 

in ipropbrtidti ^ to tthe . intent of the - land and . the' 
number, of its inhabitarits,iby Jfar the richeft' coun*> 
try in Europe has , ’Accordingly ^ the greateftihaw 
of the carryingitrade . of Europe. .England, ^perhaps 
the feeond richeft country of Europe:, isdikewiie^ 
fuppoled to have atconfiderablelhareofitj though 
what commonly. paffes for the carrying 'trade of. 
England, 5 wiU frequently ,. .perhaps, be found to; 
be no* more than a round-about foreign trade of 
confumption.. Such are, inta^great meafure, the; 
trades which . carry ' the. goods.. of, the Eaft and> 
Weft Indies, 'and of America, .to different Euro-, 
pean markets. ,Thofe goods are generally purchafed 
either r. Immediately with the produce of Britilh" 
induflry-^f.or with fomething elfe which had been 
purchafed, with that produce , and the final returns, 
of. thpfi? ’ trades, are .generally ufed or confumed 
W. oj N* , 11. 
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in Great Britain. The trade which is carried dn 
in Britifh bottoms between the different ports of 
the Mediterranean , and fo!me trade of the fame 
kind carried on by Britifh merchants between the 
different ports of India, make , perhaps , the prin- 
cipal branches of what is ‘properly the carrying 
trade of Great -Britain. - • j 

The extent ofthe home trade and of the capital 
which can be employed in it , is neceffarily limited' 
by the value of the furplus produce of all thofe' 
diflant - places within the country which have 
occadon to exchange their refpetflive prodd61ions 
with one another. That of the foreign trade of 
confumption , by the value of the furplus produce: 
of the whole country and of what can be purchafed 
with ‘it: That of the carrying trade by the value 
of the ftlrplus produce of all the different countries 
in the world. Its poffible extent , therefore, is in 
a manner infinite in comparifon of that ofthe othdr 
nvo, and is capable of abforbing the greateft capitals.- 
The' confideration of his' own private profit, is- 
the foie motive which determines the owner of 
any capital to employ it either in agriculture , ni. 
manufaifures , or in fome particular branch of 
the' wholefale or retail trade. - The different 
Quantities of produflive labor which it may put 
into motion-, and the different values which it 
may add to the annual produce of the land and- 
labor of the fociety , according as it is employed 
in one or other of thofe different ways fievet 
enter into his thoughts. In countries, therefore, 
where agriculture is the moil profitable of all- 
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employments, and farming and improving. the 
moftdired roads to a fplendid fortune , the capitals 
of individuals will naturally be employed in tl.e 
manner molt advantageous to the whole focietv. 
The profits of agriculture , however, feemtohave 
no fuperiority over thofe of other employments 
in any part of Europe. Proje«Sors , indeed, in 
every corner of it, have within thc-fe few years 
amufed the public with moft magnificent accounts 
of the profits to be made by the cultivation and 
improvement of land. Without entering into any 
particular difcuffion of their calculations, a very 
fimple obfervation may fatisfy us that the refulc 
of them muft be falfe. We fee every day the 
moft fplendid fortunes that have been acquired 
in the courfe of a fingle life by trade and manu- 
failures, frequently from a very fmall capital, fome- 
times from no capital. A fingle inftance of fuch 
a fortune acquired by agriculture in the fame time , 
and from fucii a capital, has nor, perhaps , occur- 
red in Europe during the courfe of the prefent 
century. In all the great countries of Europe , 
however, mtich good land ftill remains uncultiva- 
ted, and the greater part of what is cultivated, is far 
from being improved to the degree of which it is 
capable. Agriculture, therefore, is al moft every- 
where capable of abforbing a much greater capital 
than has ever yet been employed in it. What 
circumftances in the policy of Europe have given 
the trade which are carried on in towns fo great 
an advantage over that which is carried on in 
the country, that private peiions frequently find 
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it more for their advantage to employ their capitals 
in the moft diltant carrying trades of Afia and 
America , than in the improvement and cultiva- 
tion of the moft fertile fields in their own neigh- 
bourhood, I ihall endeavour to explain at full 
length in the two following books. 
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BOOK III. 

Of the different Progrefs of Opulence 
in different Nations. 

C H A P. I. . 

Of the natural Progrefs of Opulence. 

rr H E great commerce of every civilized fociety , 
is that carried on between the inhabitants of the 
town and thofe of the country. It confifts in the 
exchange of rude for manufaflured produce j either 
immediately, or by the inteiVention of money, 
or of fome fort of paper which reprefents money. 
The^ country fupplies the town with the means 
of ftibfiftence, and the materials of manufa£iure. 
The town repays this fupply by fending back a 
part of the manufadured produce to the inhabit- 
ants of the country. The town , in which there 
neither is nor can be any reprodu£hon offubftances, 
may very properly be faid to gain its whole wealth 
and fubfiftence 'from the country. We moft not 
however , upon this account j ' imagine' that the 
gain of the town is 'the lofs of the country. The 
gains of both are mutual and reciprocal, and the 
divifion of labor is ‘in this ^ as in dll other cafeS^ 
advantageous to all the different perfons einployed 
' in thevajiousoccupationsintbwhichitkfubdivided 


Digitized by Google 



i6S THE NATURE AND CAUSES OF 

The inhabitants of the country pnrchafe of the 
town a greater quantity of manufactured goods, 
with the produce of a much fmaller quantity of 
their own labor, than they muft have employed 
had they attempted to prepare them themfelves. 
The town affords a market for the furplus produce 
of the country, or what is over and above the 
maintenance of the cultivators, and it is there 
that the inhabitants of the country exchange it 
for fomething elf^* which is in demand among ' 
them. The greater the number and revenue of 
the inhabitants of the town , the more extenfive 
ifr the market which it affords to thofe of the 
country; and the more extenfive that market, it 
is always the more advantageous to a great numo 
ber. The corn which grows within a mile of the 
town, fells there for the, fame price with that 
which comes from twenty miles diftance. But 
the price of the latter muA generally, not only 
pay, the expenfe of raifing and bringing it to 
markert y ',but afford too the, ordinary profits of 
agriculture to the farmer. The proprietors and 
cultivators of, the country, therefore, which lies 
in the neighbourhood of the town , over and above 
the ordinary profits of agriculture, gain, in the 
price of what they fell , the whole value of the 
carriage of the like produce that is brought from 
more diAant parts, and they fave, befides, the 
whole value of this carriage in the price of wfiat 
they buy. ,, Compare the cultivation of the lands 
in the neighbourhood of any confiderable town , 
pf.tbQJfc which Ue . at^ fonae diAance 
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Iromtitj-and: you will eafily yop^lf. ho\y 

much the country is. benefited byothej CQtnmeree 
' of the town/ Among all. the abfurdipecjutetion* 
that . have been propagated . con cer^ng ithe bar 
lance of trade, it has never been pretended' tha.t 
cither the country lofes by» its commerce .with the 
^town , or the town by that with the cptmtry which 
maintains it.. . , . r • '!i - <•: . 

As fubfiftence is , in the nature of things j, prior 
to conveniency and luxury , fo thejioduftry \yhich 
procures the/ormer, mufti neceffarily be prior to 
that which miniften to the latter. The cultivation 
and improvement of the country, therefore, .which 
affords fubfiftence , niuft , necefferily be prior to 
the increafe of the town, which furnffhes: only the 
means of conveniency and luxury. Tt is the furplus 
produce of the conn try. only, or what is over 
and above .the maintenance > of the cultivators , 
that eonftitutes the fubfiftence of,the»town» which 
can . , therefore increafe * only . with Che increafe of 
•this furplus produce# The town, indeed, may 
not always derive it$ whole.ifubfiftence from the 
country in its neighbourhood ^ or. even from the 
territory to whicli it belongs , but from very dift- 
ant countries ; and this , though it forms no 
exception from the general rule, has occafioned 
confiderable variations in the progrefs ofi opulence 
in different ages and nations, . ' . 1 . • • 

That order of things which, neceflity impofes 
in general, though not in^ every. particular coun- 
try , is , in every particular country , promoted 
by the natural inclina^k>ns 1 of inan.;. :If human 
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^nftitutions had n^vef thwarted thofe natural incli- 
natione, the towns could no-where have increafed 
' beyond what the improvernent and' cultivation 
of the territory in. which they were fituated could 
fupport; till fuch time, at leaft, as the whole of 
that territory was completely cultivated and im- 
proved.* Upon equal or nearly equal profits*^, 
moft men will chufe to employ their capitals 
rather 'in the * improvement and cultivation of 
land, than 'either 'in manufa«nures or in foreign 
trade. The man> who employs his capital in 
land,' has it more under his view and command, 
and his fortune is much lefs liable to accidents, 
than that of the trader, who is obliged frequently 
to commit it , not only to the winds and the 
’waX'es , ' but to the more uncertain elements of 
human folly and injuftice , by giving great credits 
,in diftant countries to men, with whofe character 
and fuuation he can feldom be thoroughly ac- 
'quainted. The capital of ihe landlord , on the 
contrary , which is hxed in the improvement of 
his Kind , feems to be as well fecured as the nature 
of human affairs can-admit of. The beauty of 
the country befides, the pleafures of a country 
lifevithe tranquillity of mind which itpromifes, 
and wherever the injuftice' of human laws does 
not difturb it, the independency which it really 
affords, have charms -that' more or lefs attra6f 
every body; and as to cultivate the ground was 
the original deftination of man , fo in every ftage 
of his exiftence he feems to retain a predileflion 
for this primitive employment, ■ • 
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Without theafliftance of fome artificers, indeed, 
-the cultivation of land cannot be carried on, but 
tvith great inconveniency and continual interrup- 
tion. Smiths, carpenters, wheel-wrights, and plough- 
w rights, mafons, and bricklayers , .tanners, Ihoe- 
vxn alters, .and taylors, are people, ^whofe fervice 
the farmer has frequent occafion for. Such artificers 
too* ftand, occafionally , in need of the affiftahce 
ofcme another; and as their refidericeis hot, like 
.that of the farmer., neceffarily tied down to a 
precife fpot, they naturally fettle in the neigh- 
bourhood of one another , and thus form a fmall 
town or village. The butcher, the brewer, and 
.the baker, foon join .them, together with many 
other artificers and retailers, neceflary or ufefiil 
for * fupplying' their occafional wants, and who 
contributes ftill further to augment the town. The 
.inhabitants of the town and thofe of the country 
are mutually the fervants of one another. . The 
town is a. continual* fair or market , to which the 
inhabitants of the country refort , in order to ex- 
•change their rude for manufa^lured produce. It is 
this commerce which fupplies the inhabitants of 

the towh . with: the materials of their work, and 

* * 

theJmeans of their fubfiftence.^ The quantity of 
.the finifhed work which, they fell to the inhabit- 
ants of the country.,, neceflarily regulates the 
quantity' of the materials and provifions which 
^they buy. Neither their employment nor fubfiflence, 
therefore ‘ can augment, but in proportion to the 
' augmentation . of -the demand, from the. cburitiy 
Tor fmifbediwork; and this .demand can augment 
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only in proportion to the extenfxon of improve- 
ment and , cultivation. * Had human* inRitutions ^ 
therefore, never difturbed the natural. courfe of 
things , the progreffive wealth and increafe of the 
towns would, in every* political fociety, becon- 
fequential, and in proportion* to the improvement 
and cultivation of the territory or country. 

In our North American colonies ,* .where uncul- 
tivated land is ftill to be had upon :eafy terms, 
no nianufa<Rures for diRantfale have ever yet been 
eRabliflied in any of their towns. * When an 
artificer has acquired a little more Rock than is 
necelTary for carrying on his own bufinefs in Sup- 
plying the neighbouring country, he does not, 
in North America, attempt to eRablifli with it a 
mamifacRure for more diRantfale, but employs it 
in the purchafe and improvement of uncultivated 
land. . From artificer- he becomes planter, and 
neither the large wages nor the eafy fubliRence 
which that country affords to artificers,: can.bribe 
him rather to work for other people than for 
himfelf. He feels that an artificer is* the feivant 
of his* cuRomers , from whom he derives his fub- 
liftence but that a planter >vho cultivates his 
own land , and derives his neceffary ' fubfiflence 
from’ the labor of his own family, is really a maRer, 
and independent of all the world. 

. In countries , on the contrary , where there is 
either no uncultivated land , or none that can be 
had upon eafy terms; every/ artificer who has ac- 
quired" more Rock than he can employ in -the occa- 
fional jobs of the neighbourhood , > endeavours to 
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prepare work for more diftant fale. The fmith 
ereHs fome fort of iron , the weaver fome fort of 
linen or woollen, manufaflory. Thofe different 
manufailures come, in procefs of time, to be 
gradually fabdivided , and thereby improved and 
refined in a great variety of ways, which may 
eafily be conceived , and which it is therefore 
unneceflary to explain any further. 

In feeking for employment to a capital, mana<? 
failures are , upon equal or nearly equal profits , 
naturally preferred to foreign commerce , for the 
fame reafon that, agriculture is naturally preferred 
to manufaflures. As the capital of the landlord or 
farmer is more fecure than that of the manufadlnrer, 
fo. the capital of the manufa^orer, being at all 
times more within his view and command, ismore 
fecure than that of the foreign merchant. In every 
period , indeed , of every fociety, the furplus part 
both of therudeand manufactured produce, or that 
for which there is no demand at home., muft bp 
fent abroad in order to be exchanged, for fomething 
for which there is fome demand at home. But 
whether the capital , which carries this furplus 
produce abroad, be a foreign ora domellicone, b 
of very little importance, flf the fociety has 
not acquired fqfficient capital both to cultivate all 
.its lands , and to manufacture in the completeft 
mantjer the whole of its rude produce, there b 
even a conliderable' advantage that that rude 
produce fhould be -exported by a foreign capi- 
tal, in order, that the whole, flock of the fpgiety 
may be employed in ufeful pqrpofes. . The 
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ivealth of ancient Egypt, ‘that of China and In^ 
doftan,^fufficrently 'demonftrate that a nation may 
^ittain a veryf high degree of opulence , though 
the greater part' of its' exportation '^rade be carried 
on by foreigners. The progrefs of' our North 
American and V^’eft Indian’ cdlonies' would have 
been much left rapid 'had no capital but what 
belonged to themfelves been employed inexporting 
their Turpi us producel' * ' 

According to the natural doutfe of things, there- 
fore, the greater partof thecapital ofevery growing 
focietyis, firft, direfled to agriculture, afterwards 
to ' manufailures , and' laft of all to foreign com- 
merce. This order of things isfo* very natural, 
that in every fociety that had any territory, it has 
always , I believe , been in fome degree ’obferved. 
Some of their lands* muft have' been ’ cultivated 
before any confiderable towns ccmld bc eftablilhed, 
and fome fort of coarfe induftry of the manufac- 
‘ttiring'kind tnuft have been carried ’on in thofe 
ctowiis, before they could well think of employing 
themfelves in foreign commerced ‘ 

^ •But though this natural < order of things muft 
have ‘taken place in ’fome degree in every fuch 
fociety , ’it has, in all the modern ftates of' Eu- 
rope, been, Mn many r'efpeils, entirely inverted. • 
The foreign ‘ commerce of fome of their ^cities 
has introduced all Their 'filter ‘manufaflures , ot 
■fuch as" were fit for diftantfale; and manufaflures 
and foreign eofririierce together J have given 'birth 
to Uhe principal improvements* bf -agriculture. 
The manners andi-’cti^his =which- the- nature of 
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their original government introducecl, and which 
remained after that government was greatly- 
altered, neceflarily forced them into this unna- 
tural and retrograde order. i . . , . 

' ' ' ' . 1 ’ 

_ ^ CHAP. II. I • 

•:.l .• i b . 

Cy the Difcoiiragement of Agriculture in the ancient 
State of Europe after the 'Fall of the Roman 
Empire. > - - i ^ m ' 

' ■ ' • 1 . - 

\'\^HEN the, German and Scythian nations 
over -ran the weftern provinces of the Roman 
empire, the confufions which followed fo great 
a revolmion laRed for feveral centuries. The 
rapine and viblence which the barbarians exercifed 

* i t » *’ - ) I * ' . f 

againll the ancient inhabitants, interrupted the 
commerce between the towns' and the country. 
The towns were deferted,' and the 'country was 
left uncultivated , and the weftern provinces of 
Europe, which had enjoyed a conliderable de- 
gree of opulence under the Roman empire , funk 
intOjthe loweft ftate of poverty and barbarifm.' 
During the. continuance of thofe confufions, the 
chiefs and principal ^leaders of thofe nations,, ac- 
quired or ufurped to themfelves the greater part 
of the lands of thofe countries. A great part 
of them was uncultivated j but no part of . 
them, whether cultivated of uncultivated, was 
left without a proprietor.* All of them were 
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engroffed, aAd 'the greater part by a few greit 
proprietors. ^ 

' This original engroffing df uncultivated lands 
though a great, might have been btit a tranfitory 
evil. They might foon have been divided again, 
and broke into fmall parcels either by fuccelhon 
or by alienation. The law of primogeniture 
hindered them from being divided by fuccedion : 
the introduction of entails, prevented their being 
broke into fmall parcels by .alienation. * , 

When land , like moveables , is confidered as 
the means only offubfiftence and enjoyment, the 
natural law of fuccelfion divides it , , Jike them", 
^mong all the children of the. familyj of all of 
whom the fubfiftehce and enjoyment may be.fup- 
pofed equally dear ,to the father. ^ This natural 
law of fuccelfion a.ccofdingly took place among 
the Romans , who made , no more diftinSlion 
between elder and younger, between male and' 
female , in the inheritance of lands , ' than we do ih' 
the diftribution of moveables. But when' land, 
was confidered as the means , not of fubfiftence 
merely, but of power and p'rdteciibn ,' it wai 
thought better that it Ihould defcerid undivided 
to. one. In thofe difordefly times, every great 
landlord was a fort or. petty prince. His tenants 
were his fubjeCls. He was their judge, and in' 
fbme refpeCls their .legiflator in peace, and their 
leader in war. He made war ac'cofding to his 
own difcretion, frequently againft his neighbours^' 
and fometim.es againft . his fovereign. The^ fe-^ 
curity of a landed eftate , therefore, the protefliod' 
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which its owner could afford to thofe who dwelt 
on it, depended upon its greatnefs. To divide 
it was to ruin it, and to expofe every part ofit to 
be opprefTed and fwallowed up by- the incurfions 
of its neighbours. The law of primogeniture, 
therefore, came to take place, not immediately , 
indeed , bur in - procefs of time , in the fucceflion 
of landed effates, for the fame reafon that it has 
generally taken place in that of monarchies, 
though not always at their firft inftitution. That 
the power , and confeqnently the fecurity of the 
monarchy , may not be weakened by divifion , it 
muff defcend entire to one of the children. To 
which of them fo important a preference fliall be 
given , muff be determined by feme general rule, 
founded not upon the doubtful diftinflions of per- 
fonal merit, but upon fome plain and evident dif- 
ference which can admit of no difpute. Among 
the children of the fame family , there can be no 
indifputable difference but that of fex , and that of 
age. The male fex is univerfally preferred to tho 
female; and when all other things are equal, the 
elder every -where takes place of the younger. 
Hence the origin of the right of primogeniture, 
and of what is called lineal fucceflion. ■ u ' 
Laws frequently continue in force long after 
the circumflances , which hdt gave occafion to 
them, and which could alone render them reafon- 
able , are no more. In the prefent ftate of Eu- 
rope , the proprietor of a Angle acre of land is- as 
perfe611y fecure of his polfeflion as the proprietor of a 
hundred thoufand. The right of primogeniture,- 
1 • • 


Digitized by Google 



176 THE NATURE AND CAUSES OF 

however , Aill continues to' be refpefled , and as 
of all inAitutions it is the htteA to fupport the 
pride of family diAin^lions, it is Aill likely^ to 
endure for many centuries. In every other refpe^f, 
nothing can be more conttary to the real intereA 
of a numerous family , than a right which , in order 
to enrich one , beggars all the reA of the children. 

Entails are the natural confequences ->of the 
law of primogeniture. They were introduced to 
preferve a certain lineal fuccellion , of- which the 
law of primogeniture iirA gave the idea, and to 
hinder any part of the original eAate from being 
carried out of the propofed line either Iiyi gift , 
or devife , or alienation j either by the folly ,i or 
by the misfortune of any .of its fucceffive' owners. 
They were altogether unknown to .the 'Romans. 
Neither their fubAitutions nor fideicommiffes bear; 
any refemblance to entails , though fome French, 
lawyers have thought prop>er to drels the modem- 
inAitution in the language aind •' garb of thofe, 
ancient ones. v iv • jr . •! 

* When great landed eAates were a fort of prin-' 
cipalities , entails -' might not be unreafonable., 
Like what are called the fundamental laws of 
fome monarchies , they might frequently hinder, 
the fecurity of thoufands from being endangered 
by the caprice or extravagance of one man. But 
in the prefent Aate of Europe , when fmall as well 
as great, eAates derive their fecurity from the, 
laws of their country, nothing can be more com--, 
pletely abfurd. They are founded upon the< 
moA abfurd of all fuppofitions , the fuppoAtion; 

that 
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that every fucceffive generation of men have ijot 
an equal right to the earth , and to. all that ic 
poffeffes; but that the property of the prefent 
generation fliould be reftrained and regulated 
according to the fancy of thofe who died pethaps 
five hundred years agbv Entails, however, are 
flill refpefled through the greater part of Europe , 
in thofe countries particularly in which noble birth 
is a neceflary qualification for the enjoyment 
cither of civil or military honors. Entails are 
thought neceffary for maintaining this exclufive 
privilege of the nobility to the great offices and 
honors of their country , and that order having 
pfurped one unjuft advantage over the reft of their 
fellow-citizens, left their poverty ffiould render.it 
ridiculous , it is thought reafonable that they 
Ihould have another. The common law of England, 
indeed, isfaid to abhor perpetuities, and they are 
accordingly more reftri(Sted fhfere than in any other 
European monarchy 5 thongh even England is not 
altogether without them. In Scotland more than 
one fifth, perhaps more than one-third part of the 
whole lands of the country , are at prefent fuppofed 
to be under ftrifl entail. 

. Great tradls of uncultivated land were , in 
this manner , not only engroffed by particular fa- 
milies, but the poffibility of their being divided 
again was as much as poffible precluded for ever. 
It feldom happens, however, that a great pro- 
prietor is a great improver. In the diforderly 
times which gave birth to thofe barbarous infti- 
tutions , the great proprietor was fufficiently 
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employed in defending his own territories, or in 
extending his jurifdidlion and authority over thofe 
of his neighbours. He had no leifure to attend to 
the cultivation and improvement of land. When 
the eftabliihment of law and order afforded him this 
leifure, he often wanted the inclination, andalmoft. 
always the requifite abilities. If the expenfe of his 
houfe and perfon* either equalled or exceeded his 
revenue, as it did very frequently , he had no flock 
to employ in this manner. If he was an oeconomill, 
he generally found it more profitable to employ 
his annual favings in new purchafes, than in the 
improvement of his old eftate. To improve land 
with profit, like all other commercial proje£ls , 
requires an exa£l attention to fmall favings and 
fmall gains, of which a man burn to a great 
fortune , even though naturally frugal , is very 
feldom capable. The fituation of fuch a perfon 
naturally difpofes him -to attend rather to orna- 
ment which pleafes his fancy , than to profit’ for 
which he has fo littld occafion. The elegance of 
his drefs , of his equipage , of his houfe , and 
houfehold furniture, are obje£is which from his 
infancy he has been accuftomed to have fome 
anxiety about. The turn of mind which this 
habit naturally forms , follows him when he 
comes to think of the improvement of land. 
He embellilhes perhaps four or five hundred 
acres in the neighbourhood of his houfe, at ten 
times the expenfe which the land is worth after 
all his improvements ; and finds that if he was 
to improve his whole ellate.in the fame manner^ 
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and he has little tafte for any other, he would be 
a bankmpt before he had hnifiied the tenth part 
of it. There dill remain in both parts of the 
united kingdom fome great edates which have 
continued without interruption in the hands of 
the fame family fince the times of feudal anarchy. 
Compare the prefent condition of thofe edatea 
with the poffeffions of the fmall proprietors in* 
their neighbourhood, and you will require no 
other argument to convince you how unfavorable 
fuch extenfive property is to improvement. 

If little improvement was to be expefled from 
fuch great proprietors , dill lefs was to be hoped 
for from thofe who occupied the land under them. 
In the ancient date of Europe, the occupiers ofl and 
were all tenants at will. They were all or almod all ’ 
flaves 5 but their flavery was of a milder kind than- 
that known among the ancient Greeks and Romans, 
or even in our Wed Indian colonies. They were 
fuppofed to belong more direflly to the land than 
to their mader. They could , therefore , be fold 
with it, but not feparately. They could marry, 
provided it was with the confent of their mader, 
and he could not afterwards diffolve the mar- 
riage by felling the man and wife to different 
perfons. If he maimed or murdered any of 
them , he was liable to fome penalty, though 
generally but to a fmall one. They were not , 
however , capable of acquiring property. What- 
ever they acquired was acquired to their mader,' 
and he could take it from them at pleafiire. 
^Whatever cultivation and improvement could be 
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carried on by means of fuch flaves , was properly 
carried on by their matter. It was at his expenfe. 
The feed, the cattle, and the inttruments of hnfband- 
ry were all his. It was for his benefit. Such flaves 
could acquire nothing but their daily maintenance. 
It was properly the proprietor himfelf, therefore^ 
that , in this cafe , occupied his own lands , and 
cultivated them by his own bondmen. Thisfpeciet 
of flavery ttill fubfitts in Ruflia, Poland, Hungary, 
Bohemia , Moravia , and other parts of Germany. 
It is only in the wettem and fouth-weflern provinces 
of Europe , that it has gradually been abolifhed 
altogether. 

But if great improvements are feldom to be 
expedled from great proprietors , they are leatt of 
all to be expedfed when they employ flaves for 
their workmen. The experience of all ages and 
nations, I believe, demonftrates that the work done 
by flaves , though it appears to cott only their 
maintenance , is in the end the dearett of any. A 
perfon who can acquire no property, can have .no 
other interett but to eat as much , and to labor as 
little as poflible. Whatever work he does beyond 
what is fufFicient to purchafe his own maintenance, 
can be fqueezed out of him by violence only, and 
not by any interett of his own. In ancient Italy, 
how much the cultivation of corn degenerated , 
how unprofitable it became to the matter when it 
fell under^the management of flaves, is remarked 
by both Pliny and Columella. In the timeofAriflotle. 
it had not been much better in ancient Greece., 
Speaking of the ideal republic deferibed in the 
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Jaws of Plato, to maintain five thoufand idle men 
( the number of warriors fuppofed neceffary for its 
defence ) together with their women and fervants , 
would require , he fays , a territory of boundlefs 
extent and fertility , like the plains of Babylon. ' 
The pride of man makes him love to domi- 
neer , and nothing mortifies him fo much as to be 
obliged to condefeend to perfuade his inferiors. 
Wherever the law allows it, and the nature of 
the work can afford it, therefore, he will gene- 
rally prefer the fervice of flavcs to that of* free- 
men. The planting of fugar and tobacco can 
afford the expenfe of flave - cultivation. ' The 
railing of corn , it feems , in the prefent times , 
cannot. In the Englifli colonies, of which the 
principal produce is com , the far greater part of - 
the work is done by freemen. The ' late ^ refolu- 
don of the Quakers in Pennfylvania to fet at 
liberty all their negro flaves, may fatisfy ts that 
their number cannot be very great. Had they 
made any ft>nfiderable part of their property , 
fuch a refolution could never have been* agreed 
to. In our fugar colonies , on the contrary , the 
whole work is done by flaves, and in our to- 
bacco' colonies a very great ' part of it. The 
profits of a fugar-plantation in any of our Well 
Indian colonies are generally much greater than 
thofe of any other cultivation that is known either 
in Europe or America: And the profits of a to- 
bacco plantation, though inferior to thofe of 
fugar , are fuperior to thofe of corn , as has 
already been obferved. Both can afford the 
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expcnfe of flave-cultivation , but fugar can afford 
it ftjll better than tobacco. The number of 
negroes accordingly is much greater, in proportion 
to that of whites, in our fugar than in our tobacco 
colonies, 

To the flave cultivators of ancient times , 
gradually fucceeded a fpecies of farmers known 
at prefent in France by the name of Metayers. 
They are called in Latin , Coloni Partiarii. They 
have been fo long in difufe in England that at 
prefent I know no Englifh name for them. The 
proprietor furniflied them with the feed, cattle, 
and inftruments of hufbandry, the whole Aock, 
in Ihort , neceffary for cultivating the farm. The 
produce was divided equally between the proprietor 
and the farmer, after jetting afide what was judged 
neceffary for keeping up the ftock, which was 
reAored to the proprietor when the farmer either 
quitted , or was turned out of the farm. 

Land occupied by fuch tenants b properly 
cultivated at the expenfe of the pi%»rietor , as 
much as that occupied by flavcs. There is , 
however , one very effential difference between 
them. Such tenants, being freemen , are capable 
of acquiring property', and having a certain 
proportion of the produce of the land , they have 
a plain intereA that the whole produce fhonld be 
as great as poffible , in order that their own pro? 
portion may be fo. A flave , on the contrary , 
who can acquire nothing but his maintenance , 
confults his own eafe by making the land pro» 
duce as little as poflible over and above that 
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maintenance. It is probable that it was partly 
upon account of this advantage , and partly upon 
account of the encroachments which the fove- 
reign , always jealous of the great lords , gra- 
dually encouraged their villains to make upon 
their authority, and which feem at laft to have 
been fuch as rendered this fpecies of fervitude 
altogether inconvenient , that tenure in villanage 
gradually wore out through the greater , part of 
Europe. The time and manner, however, in which 
fo important a revolution was brought about, is 
one of the moft obfeure points in modern hiftory. 
The church of Rome claims great merit in it, and 
it is certain that fo early as. the twelfth century, 
Alexander III. publilhed a bull for the general 
emancipation of flaves. It feems, however, to 
have been rather a. pious exhortation, than a law 
to which exaxS obedience was required from the 
faithful. Slavery continued to take place almoft 
univerfolly for feveral centuries afterwards, till it 
was gradually abolilhed by the joint operation of 
the ‘two interefts above-mentioned, that of the 
proprietor on the one hand, and thatof thefovereign 
on the other. A villain enfranchifed , and at the^ 
fame time allowed to continue in pofTeflion of the 
land , having no ftock of his own , could cultivate 
it only 1 by means of what the landlord advanced 
to him, and muft, therefore, have been what the« 
French call a Metayer* ' : < : — t j 

It could never, however, be the intereft even^ 
of this laft fpecies of cultivators to lay out , in the 
further improvement of the land , any part of the 
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Jittle Rock which they might fave from their 
own Ihare of the produce, becaufe the lord, who 
laid out nothing, was to get one half of whatever 
it produced. The tithe , which is but a tenth 
of the produce , is found to be a very great 
hinderance* to improvement. A tax, therefore, 
which amounted to one-half, muft have been an 
cffeflual bar to it. It might be the intereft of a 
metayer to make the land produce as much as 
could be brought out of it by means of the Rock 
furniflied by the proprietor; but it could never 
be his intereft to mix any part of his own with it. 
In France , where five parts out of fix of the 
whole kingdom are faid to be ftill occupied by 
this fpecies of cultivators, the proprietors complain 
that their metayers take every . opportunity of 
employing the mafters* cattle rather in carriage than 
in cultivation ; becaufe in the one cafe they get the 
whole profits to themfelves , in the other they 
fhare them with their landlord. ThisTpecies of 
tenants ftill fubfifts in fome parts of Scotland. They 
are called fteel-bow tenants. Thofe ancient Engliffi 
tenants, who are faid by Chief Baron Gilbert and 
Do(ftor Blackftone to have been rather bailiffs of 
the landlord than farmers properly fo called,' were 

probably of the fame kind. 

. To this fpecies of tenancy fucceeded , Though 
by very flow degrees farmers properly fo called , 
who cultivated the land with their ^ own ftock, 
paying a rent certain to the landlord. When 
foch farmers have a leafe for a term of years, 
they may fometifnes find it for their intereft to 
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lay but part of their capital in the further im- 
provemei^ of the farm ; becaufe they may fome- 
times ex^ft to recover it , with a large profit, * 
before the expiration of the leafe. The poffef- 
fion -even of fuch farmers, however, was long 
extremely precarious , and ftill is fo in many parts 
of Europe. They could before the expiration of 
their term be legally outed of their leafe , by a 
new purchafer; in 'England, even by the fifli- 
tious aflion of a common recovery. If they 
were turned out illegally by the violence of their 
mafter, the a£iion by which they obtained re- 
drefs was extremely imperfefl. It did not al- 
ways re-inftate them in the poffeffion of the land^ 
but gave them damages which never amounted 
to the real lofs, Even in England , the country 
perhaps' of- Europe where the yeomanry has al- 
ways* been moft refpefled, it was not till about 
the 14th of Henry the Vllth that the action of 
ejeflrhenttwas invented, by which the tenant re- 
covers, not ‘damages only but pofTeffion, and in 
which his claim is not neceffarily concluded' by 
the- ameer tain* decifion of a fingle aflize. • This 
a^lioii bas been found fo effeflual a remedy that, 
m the modern praflice,* when the landlord has 
occafion tb fue'for' the pofTeffion of the land, he 
feldom' makes Ufe of the aflions which properly 
belong to him as 'landlord , the writ of right or 
the writ of entry, but fues in the name of -hiS 
tenant, by the writ of ejeilment. In England, 
therefore, the fecurity of the tenant is equal to 
that of the proprietor. In England befides* a 
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leafe for life of forty Ihillings a year Talue is t 
freehold , and entitles the lelTee to vote fora mem- 
• ber of parliament; and as a great part^ the yecH 
manry have freeholds of this kind, the whole order 
becomes refpe6lable to their landlords on account 
of the political confideration which this gives them. 
There is, I believe, no-where in Europe, except 
in England, any inAance of the tenant building 
upon the land of which he had no leafe , and 
t truAing that the honor of his landlord would take 
no advantage of fo important an improvement. 
Thofe laws and cuAoms fo favorable to the yeo- 
inanry , have perhaps contributed more to tlie 
prefent grandeur of England, than all their boaA' 
ed regulations of commerce taken together. 

The law which fecures the longeA leafes againA 
fucceAors of every kind is, fo far as I know, 
peculiar to Great Britain. It was introduced into 
Scotland fo early as 1449, by a law of James the 
Ild. Its beneficial inAuence, however, has been 
much obAru 61 ed by entails; the heirs of entail being 
generally reArained from letting leafes for any long 
term of years , frequently for more than one year. 
A late a A of parliament has , in this refped , fopi^r 
what Aackened their fetters , though they are Aill by 
much too Arait. In Scotland ,. befides , as no leafe- 
hold gives, ji vote for a member of parliament , 
the yeomanry are upon this account leferefpeilable 
to their landlords than in England. 

In other parts of Europe, after it was fpnnd 
convenient to fecure tenants both againA heirs 
and purchafers , the term of their fecurity was 
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flLll limited to a very fliort period; in France, 
for example , to nine years from the commence- 
ment of the leafe. It has in that country., in-^ 
deed, bfeen lately extended to twenty-feven , a 
period ftill too Ihort to encourage the tenant to 
make the moll, important improvements. The 
proprietors of land were anciently the legiflators 
of every part of Europe. The laws relating to 
land, therefore, were all calculated for what they 
fuppofed the intereft of the proprietor. It was 
for his intereft , they had imagined , that no leafe 
granted by any of his predeceffors fhould hinder 
him from enjoying,, during a long term of years, 
the full value of his land. Avarice and injuftice 
are always fliortfighted , and they did not fore- 
fee how much this regulation mud obftrufl im** ' 
provement , and thereby hurt in the long-run the 
real intereft of the landlord. 

. The farmers too, befides paying the rent, were 
anciently, it was fuppofed, bound to perform a 
great number of fervices to the landlord , which 
were feldom either fpepified in the leafe or, regu- 
lated by any precife rule , but by the ufe and 
wont of the manor or barony. Thefe fervices, 
therefore, being aim oft entirely arbitrary,, fub- 
jefled; the tenant to many vexations. In. Scot- 
land the abolition of all fervices , —not precifely 
ftipnlated in the leafe , has in the courfe of a few 
years very much altei^ed for the better the condi- 
tion of the yeomanry of that country^ . - ^ 

The public fervices to which the yeomanry 
Were bound, were not left ubitrary than the 
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private one*. To make and maintain the high 
road* , a fervitnde which ftill fnbfift* , I believe , 
every-where, though with different degrees of 
opprefTion in different countries , was not the only 
one. When the king’s troops, when his houfehold 
or his officers of any kind paffed through any part 
of the country, the yeomanry were bound to pro- 
vide them with horfes, carriages, and provifions, 
at a price regulated by the purveyor. Great 
Britain is, I believe, the only monarchy in Europe 
where the oppreffion ofpurveyancehas been entirely 
aboliflied. It ftill fublifts in France and Germany. 
' The public taxes to which they were fubjeil 
were as irregular and oppreffive as the fervices. 
The ancient lords, though extremely unwillingto 
grantthemfelvesanypecuniaryaidtotheirfovereign, 
eafily allowed him to tallage, as they called it, their 
tenants, and had not knowledge enough to forefee 
how much this muft in the end affeft their own reve- 
nue. The taille, as it ftill fubfifts in France , may 
ferve as an example of thofe ancient tallages. It is 
a tax upon the fuppofed profits of the farmer, which 
they'eftimateby the ftock that he has-upon thefarmi 
It is his intereft, therefore, to appear to have as little 
as poffible ,‘ and confequently to employ as little a* 
poffiblb in'its cultivation, and none in its im- 
provem'eriti Should arty ftock happen to accumu- 
late in’ the hands of -^French farmer, the taille 
is almoft equal to a prohibition of its ever being 
employed upon the' land. This tax befides is 
fuppofed; to ’diflionor whoever is fubjetl to it, 
and to degrade him below, not only the rank of 
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a gentleman , but that of a burgher , and who- 
ever rents the lands of another becomes fubje£l 
to it. No gentleman, nor even any burghea 
who has flock , will fubmit to this degradation. 
This tax, therefore , not only hinders the flock 
which accumulates upon the land from being 
employed in its improvement, but drives away, 
all other flock from it. The ancient tenths an^ 
fifteenths, fo ufual in England in former times, 
feem , fo far as they affefled the land , to have 
been taxes of the fame nature with the taille. 

Under all thefe difcouragements , litde im- 
provement could be expelled from the occupiers 
of land. That order of people, with all the li- 
berty and fecurity which law can give, muft 
always improve under great difadvantages. Tho 
farmer compared with the proprietor , is as a mer- 
chant who trades with borrowed money compared 
with one who trades with his own. The flock of 
both may improve, but that of the one, with 
only equal good condufl, mufl always improve 
more flowly than that of the other , on account; 
of the large. fhare of the profits which is confum- 
ed by the interefl of the loan. The lands cultU 
vated by the farmer mufl, in the fame manner, 
with only equal good condu£l, be improved 
more flowly than thofe cultivated by the proprie- 
tor; on account of the large fhare of the pro^ 
duce which is con fumed in the rent , and which, 
had the farmer been proprietor , he might have 
employed in the further improvement of the 
land, The flation of a farmer befides is, frgnii 
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the natnre of thing*, inferior to that of a proprietor. 
Through the greater part of Europe the yeomanry 
are regarded as an inferior rank of people , even 
to the better fort of tradelinen and mechanics, and 
in all parts of Europe to the great merchants and 
maRer manufa^urers. Itcaiifeldom happen, there- 
fore, that a man of any confiderable ftock fliould 
quit the fuperior, in order to place himfelf in an 
inferior Ration. Even in the prefent Rate of Europe, 
therefore , little Rock is likely to go from any other 
profelTion to the improvement of land in the way 
of farming. More does perhaps in Great Britain than 
in any other country, ihough even there the great 
flocks which are, in fome places, employed in 
farming , have generally been acquired by farming, 
the trade , perhaps , in which of all others flock 
is commonly acquired mofl flowly. After fniall pro- 
prietors, however, rich and great farmers are , in 
every country, the principal improvers. There are 
more fuch perhaps in England than in any other 
European monarchy. In the republican govern- 
ments of Holland and of Bern in Switzerland , the 
farmers are faid to be notinferiortothofeof England. 

The ancient policy of Europe was, over and 
above all this , unRivorable to the improvement 
and cultivation of land , whether carried on by 
the proprietor or by the farmer; firfl, by the 
general prohibition of the exportation of com 
without a 'fpecial licence, which feems to have 
been a very univerfal regulation ; and fecondly , 
by the reflraints which were laid upon the inlsind 
commerce , not only of corn but of almoR every 
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other part of the produce of the farm, by the 
abfurd laws againft engroffers , regraters , and 
foreftallers , and by the privileges of fairs and 
markets. It has already been obferved in what 
manner the prohibition of the exportation of com,' 
together with fome ’encouragement given to the 
importation of foreign corn , obftruded the culti-' 
vation of ancient Italy , naturally the moft fertile 
country in Europe , and at that time the feat of 
the greateft ernpire in the world. To what degree 
fuch reAraints upon the inland commerce of this » 
commodity , joined to the general prohibition of 
exportation , muft have difcouraged the cultivation 
of countries lefs fertile , and lefs favorably circum-* 
ilanced , it is not perhaps very eafy to imagine, 

CHAP. III. 

Of the rife and progrefs of Cities and Towns^ aftet 
the Fall of the Roman Empire. ' 

T H E inhabitants of cities and towns were , 
after the fall of the Roman empire, not more 
favored than thofe of the country. Tltey con-' 
fifted , indeed , of a very different order of 
people from the firft inhabitants of the ancient 
republics of Greece and Italy. Thefe laft were 
compofed chiefly of the proprietors of lands j 
among whom the public territory was originally 
divided , and who found it convenient to buiI4 
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their houfes in the neighbourhood of one an- 
other , and to furrouud them with a wall , for the 
fake of common defence. After the fall of the 
Roman empire, on the contrary , the proprietors 
of land feem generally to hav,e lived in fortified 
caAles on their own eAates , ’and in the midA of 
their own tenants and dependants. The towns 
were chiefly inhabited by tradefmen and mecha- 
nics, who feem in thofe days to have been of 
fervile , or very nearly of fervile condition. The 
privileges which we find granted by ancient char- 
ters to the inhabitants of fome of the principal 
towns in Europe, fufficiently fljow, what they 
were before thofe grants. The people to whom 
it is granted as a privilege, that they might give, 
away their own daughters in marriage without 
the confent of their lord , that upon their death 
their own children , and not their lord , fliould 
fucceed to their goods , and that they might dif- 
pofe of their own effe£ls by will, mu A, before 
thofe grants, have been either altogether, or very 
nearly in the fame Aate of villanage with the oc- 
cupiers of land in the country. 

They feem, indeed, to have been a very poor, mean 
fet of people , who ufed to travel about with their 
goods from place to place, and from fair to fair, like 
the hawkers and pedlarsoftheprefenttimes. In all the 
differentcountriesofEuropethen,in thefame man- 
ner as in feveral of theTartar governments of Afia at 
prefent, taxes ufed to be levied upon the perfons and 
goods oftravellers, when they palled through certain 
manors, Nvhen they w'ent over certain bridges, when 

they 
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they carried about their goods from place to place 
in a fair, when they eredted in it a booth or flail 
to fell them in. Thefe dilTerent taxes were known 
in England by the names of paflage, pontage, 
laflage, andflallage. Sometimes the king, fome- 
tiraes a great lord , who had , it feems , upon fome 
occafions, authority to do this, would grant to 
particular traders, to fuch particularly as lived in 
their own demefnes, a general exemption from 
fuch taxes. Such traders, though in other refpedls 
of fervile, or very nearly of fervile condition, 
were upon this account called Free-traders. They 
in return ufually paid to their protedlor a fort of ' 
annual poll-tax. In thofe days protedUon was 
feldom granted without a valuable confideration, 
and this tax might, perhaps, be confidered as a 
compenfation for what their patrons might lofe 
by their exemption from other taxes. Atfirfl, both 
thofe poll-taxes and thofe exemptions feem to 
have been altogether perfonal, and to have 
affedled only particular individuals , during eithet, 
their lives , or the pleafure of their protedlors. In 
the very imperfedl accounts which have Ijeert pub- 
liilied from Dooms’day-book, of feveral of the towns 
of England, mention is frequently made fometimes 
of the tax which particular burghers paid, each of 
them, either to the king , or to fome other great 
lord , for this fort of protedlion , and fometimes 
uf the general amount only of all thofe taxes*. < 

* See Brady's hifiorical trestUe of Gtics and Boroftshaj^ 
p. 3, &c. 

F, 0 / a; a, 1.3 
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But how fervile foever may have been originally 
the condition of the inhabitants of the towns, it 
appears evidently, that they airived at liberty and 
independency much earlier than the occupiers of 
land in the country. That part of the king’s revenue 
which arofe fromfuch poll-taxes in any particular 
town , ufed commonly to be let in- farm , during a 
term of years for a rent certain , fometimes to the 
fherilf of the county, and fometimes to other per- 
fons. The burghers themfelves frequently got credit 
enough to be admitted to farm the revenues of thi» 
fort which arofe out of their own town , they be- 
coming jointly atid feveraliy anfwerable for the 
whole rent •. To let a farm in this manner was 
quite agreeable to the ufual oeconomy of, I believe , 
the fovereigns of all the different countries of 
Europe ; who ufed frequently to let whole 
manors to all the tenants of thofe manors, they 
becoming jointly and feveraliy anfwerable for 
the whole rent ; but in return being allowed to 
colleft it in their own way, and to'payit into the 
king’s exchequer by the hands of their own bailiff, 
and being thus altogether freed from the infolence 
of the king’s officers ; a circnmflance in thofe days 
regarded as of the greateft importance. 

At filft , the farm of the town was probably 
let to the burghers , in the fame manner as it 
had been to other farmers , for a term of years 
only. In procefs of time, however, itfeems to 

I 

• Madox Firma Burgi , p. i8, alfo Hiftory of the 
Sxthequer, chap. lo. feft. v. p. 3S3, £rft edition. 
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have become the general pxaflice to grant it to 
them in fee, that is for ever, referving a rent cer- 
tain never afterwards to be augmented. The pay- 
ment liaving thus become perpetual , the ex- 
emptions, in return for which it was made, na- 
turally became perpetual too. Thofe exemptions , 
thetefore, ceafed to be perfonal , and could not 
afterwards be confidered as belonging to indivi- 
duals as individuals, but as burghers of a particular 
burgh , which , upon this account , was called a 
Tree-burgh, for the fame reafon that they had been 
called Free burghers or Free-traders* 

Along with this ^rant, the important privi- 
leges above-mentioned, that they might give 
away their own daughters in marriage, that their 
children fiioulH fucceed to them, and that they 
might difpofe of their own effefls by will , were 
generally bellowed upon the burghers of the 
town to whom it was given. Whether fuch 
privileges had before been ufually granted along 
with the freedom of trade , to particular burgh- 
ers, as individuals, I know not. I reckon ic 
not improbable that they were , though I cannot 
produce any direfl evidence of it. But however 
this may have been, the principal attributes of* 
villanage and flavery being thus taken away from 
them , they now' , at leail , became really free in. 
our prefent fenfe of the -word Preedom. 

Nor 'was this all. They were generally at the 
fame time erefled into a commonalty or corpo- 
ration , with the privilege of having magillratei 
•and a town- council of their own, of makiiig 
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bye -laws for their own government, of building 
for their ow’n defence, and of reducing all 
inhabitants under a fort of military difcipline, 
by obliging them to watch and ward ; that is , 
as anciently underflood , to guard and defend thofe 
walls againfl all attacks and furprifes by night as 
well as by day. In England they were generally 
exempted from fuit to the hundred and country 
courts ; and all fuch pleas as Hiould arife among 
them, the pleas of the crown excepted, were left 
.to the decifion of their own magiftrates. In other 
countries much greater and more extenfive jurif- 
diclions were frequently granted to them*. 

It might, probably, be neceffary to grant to 
fuch towns as were admitted to farm their own 
revenues, fome fort of compulfive jurifdiflion to 
oblige their own citizens to make payment. In 
thofe diforderly times it might have been ex- 
tremely inconvenient to have left them to feek 
this fort of juflice from any other tribunal. But 
it muft feem extraordinary that the fovereigns of 
all the different countries of Europe, lliould have 
exchanged in this manner for a rent certain , 
never more to be augmented , that branch of 
their revenue, which was, perhaps, of all others 
the moft likely to be improved by the natural 
courfe of things, without either expenfe or at- 
tention of their own: and that they fhould, 

^ See Madox Firma Burgi : See alfo PfefFel in the remark- 
able events under Frederic II. and his fuccelTors of the houfe 
of Suabuu 
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befides , have in this manner voluntarily ereiled a 
fort of independent republics in the heart of their 
own dominions. 

In order to underftand this, it muft be re- 
membered, that in thofe days the fovereign of 
perhaps no country in Europe was able toprotefl, 
through the whole extent of his dominions, the 
weaker part of his fubjefls from the opprelRon of 
the great lords. Thofe whom the law could not 
protefl , and who were not ftrong enough to defend 
themfelves , were obliged either to have recourfe 
to theproteflion of fome great lord , and in order 
to obtain it, to become either his flayes or vaflals j 
or to enter into a league of mutual defence for 
the common protedion of one another. The in- 
habitants of cities and burghs, confidered asfingle 
individuals, had no power to defend themfelves; 
but by entering' into a league of mutual defence 
with their neighbours, they were capable of making 
no contemptible refiftance. The lords defpifed the 
burghers , whom they confidered not only as of 
a different order , but as a parcel of emancipated 
haves , almofl of a different fpecies from them- 
felves. The wealth of the burghers never failed 
to provoke their envy and indignation, and they 
plundered them upon every occafion without 
mercy or remorfe. The burghers naturally hated 
and feared the lords. The king hated and feared 
them too ; but though perhaps he might defpife, 
he had no reafon either to hate or fear the burgh- 
ers. Mutual interefl , therefore , difpofed them 
to fupport the king, and the king to fupport? 
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them againfl the lords. They were the enemies 
his enemies , and it was his intereft to render them 
as fecure and independent of thofe enemies as he 
could. By granting them magiftrates of their own, 
the privilege of making bye-laws for their own 
government, that of building walls for their own 
defence, and that of reducing all their inhabitants 
under a fort of military difciplice, he gave them 
all the means of fecurity and independency of the 
barons which it was in his power to beflow. With- 
out the eftablifliment of fome regular government 
of this kind, without fome authority to compel 
their inhabitants to afl according to fome certain 
plan or fyftem, no voluntary league of mutual 
defence could either have afforded them any per- 
manent fecurity, or have enabled them to give 
the king any confiderable fupport. By granting 
them the farm of their own in fee, he took 
away from thofe whom he wiflied to have for his 
friends, and, if one may fayfo, his allies, all 
ground of jealoiify and fufpicion that he was ever 
afterwards to opprefs them , either by railing the 
farm rent of their own , or by granting it to fome 
other farmer. 

The princes who lived upon the worft terms 
with their barons , feem accordingly to have been 
the moft liberal in grants of this kind to their 
burghs. King John of England , for example , 
appears to have been a moft munificent bene* 
faflor to his towns’^. Philip the Firft of France 
loft all authority over his barons. Towards the 

♦ See 
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•nd of His reign , his fon Lewis , known after- 
wards by the name of Lewis the Fat, confulted, 
according to Father Daniel , with the bilhops of 
the royal demefnes , concerning the moft proper 
means of retraining the violence of the great 
lords. Their advice confifted of two different 
propofals. One was to ere£l a new order of ju- 
rifdi£lion , by eftablifliing magiftrates and a town 
council in every confiderable town of his de- 
mefnes. The other was to form a new militia , by 
making the inhabitants of thofe towns, under the 
command of their own magiftrates, march out 
upon proper occafions to the alliftance of the 
king. It is from this period , according to the 
French antiquarians, that we are to date the in- 
ftitution of the magiftrates and councils of cities 
in France. It was during the unprofperous reigns 
of the princes of the houfe of Suabia that the 
greater part of the free towns of Germany received 
the firlt grants of their privileges, and that the 
famous Hanfeatic league firft became formidable *. 

The militia of the cities feems, in thofe times, 
not to have been inferior to that of the country, 
and as they could be more readily affembled- 
upon any hidden occafion , they frequently had 
the advantage in their difputes with the neigh- 
bouring lords. In countries , fuch as Italy and 
Switzerland , in which , on account either of 
their diftance from the principal feat of govern- 
ment, of the natural ftrength of the country? 

♦'SeePfcfeL 
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ufelf, or of fome other reafon, the fovereign 

came to lofe the whole of his authority , tha 
cities generally became independent republics, 
and conquered all the nobility in their neigh- 
bourhood ; obliging them to pull down their 
caflles in the country, and to live,, like other 
peaceable inhabitants, in the city. This is the 
ihort hiflory of the republic of Bern , as well 
as of feveral other cities in Switzerland. If you 
except Venice, for of that city the hiftofy is 
fomewhat different, it is the hiflory of all the 
confiderable Italian republics , of which fo great 
a number arofe and periflied , between the end of 
the twelfth and the beginning of the fixteenth 
* century. 

• In countries fuch as France or England, where 
the authority of the fovereign, though frequently 
very low, never was deftroyed altogether, the 
cities had no opportunity of becoming entirely 
independent. They became, however, fo con- 
fiderable, that the fovereign could impofeno tax 
upon them, befides the flated farm -rent of the 
town, without their own confent. They were, 
therefore, called upon to fend deputies to the 
general affembly of the Bates of the kingdom , 
where they might join with the clergy and the 
barons in granting, upon urgent occafions, fome 
extraordinary aid to the king. Being generally 
too more favorable to his power, their deputies 
f(^em , fometimes, to have been employed by him 
as a counter- balance in thofe affgmblies to the 
antborily of the great lords. Hence the origin 
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■of the reprefentation of burghs in the ftates general 
of all the great monarchies in Europe. 

Order and good government, and along with 
them the liberty andfecnrity of individuals, were 
in this manner, eftablifhed in cities, at a tinte 
when the occupiers of land in the country were 
expofed to every fort of violence. But men in thisde- 
fencelefs Bate naturally content themfelves with 
their neceffary fubfiftcnce ; becaufe to acquire more 
might only tempt the injuftice of their opprefl'ors. 
On the contrary, when they arefecureof enjoying 
the fruits of their induftry , they naturally exert it 
to better their condition , and to acquire not only 
theneceffaries, but the conveniencies and elegancies 
of life. That induftry, therefore, which aims at 
fomething more than neceflary fubfiftence, was 
eftablillied in cities long before it was commonly 
pradhfed by the occupiers of land in the country. 
Ifin the hands of a poor cultivator, oppreffed with 
the fervitudeofvillanage , fome little ftock fbould 
accumulate , he would naturally conceal it with 
great care from his mafter, to whom it would 
otherwife have belonged , and take the firft op- 
portunity of running away to a town. The law 
was at that time fo indulgent to the inhabitants 
of towns, and fo defiroiis of diminifliing the au- 
thority of the lords over thofe of the country , 
that if he could conceal himfelf there from the 
purfuit of his lord for a year, he was free 'for 
ever. Whatever ftock, therefore, accumulated 
in the hands of the induftrious part of the inha- 
bitants of the country, naturally took refuge in 
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Citie?, as the only farKHuaries in Avhich it could be 
fecure to the perfon that acquired it. 

Tiie inhabitants of a city , it is true, muft alwayt 
ultimately derive their fiibfiftence, and the whole 
materials and means of their induAry, from the 
country. Butthofe of a city, fituated neareithef 
thefea-coaA or tJie banks of a navigable river, 
are not neceflarily confined to derive them from 
the country in their neighbourhood. 'They have 
‘ a much wider range, and may draw them from the 
moA remote corners of the world , either in ex- 
change for the manufai'ilured produce of their own 
induAry , or by performing the office of carriers 
between diAant countries, and exchanging the pro- 
duce of one for that of another. A city might in 
this manner grow up to great wealth and fplendor, 
while not only the country in its neighbourhood, 
but all thofe to vvhicli it traded, were in poverty 
and wretchednel’s. Each of thofe countries , per- 
haps, taken fingly, could afford it but a fmall part, 
either of its fubfiAence, or of its employment; 
but all of them taken together could afford it both 
a great fubfiAence and a great employment. There 
were , however , within the narrow 'circle of the 
commerce of thofe times, fome countries that 
were opulent and induArious. Such was the 
Greek empire as long as it fubfiAed , and that of 
the Saracens during the reigns of the Abaffides. 
Such too was Egypt till it was conquered by the 
Turks , fome part of the coaA of Barbary , and all 
thofe provinces of Spain which were under the 
government of the Moors. 
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The cities of Italy feem to have been the firfl 
in Europe which were raifed by commerce to any. 
confiderable degree of opulence. Italy lay in the 
centre of what was at that time the improved and 
civilized part of the world. The crufades too , 
though , by the great wafte of ftock and deftruflion . 
of inhabitants which they occafioned, they -mull 
neceffarily have retarded the progrefs of the ^ 
greater part of Europe , were extremely favor^ • 
able to that of fome Italian cities. The great 
armies which marched from all parts to the con- 
queft of the Holy Land , gave extraordinary eii-. 
couragement to the fliipping of Venice , Genoa , 
and Pifa , fometimes in tranfporting them thi- 
ther, and always in fapplying them witli provi- 
fions. They were the commiflaries, if one may 
fay fo, of thofe armies; and the moft deftru£live 
frenzy that ever befel the Europen nations, was 
a fource of opulence to thofe republics. 

The inhabitants of trading cities , by -import- 
ing the improved manufa£iures and expenfive 
luxuries of richer countries, afforded fome food» 
to the vanity of the great proprietors , who 
eagerly purchafed tliem with great quantities of 
the xude produce of their own lands. The com- 
merce of a great part of Europe in thofe times 
accordingly , confifted chiefly in the exchange of 
their own rude , for the manufaflured produce, 
of more civilized nations. Thus the wool of 
England ufed to be exchanged for the wines of 
France, and the fine cloths of Flanders, in the 
fame manner as the corn in Poland is at this 


<f0i THE NATURE AND CAUSES OF 


day exchanged for the wines and brandies of 
France, and for the lilks and velvets of France 
and Italy. 

A tafte for the finer and more improved 
manufactures, was in this manner introduced by 
foreign commerce into countries where no fuch 
works were carried on. But when this tafte 
became fo general as to occalion a confiderable 
demand, the merchants, in order to fave the ex- 
penfe of carriage , naturally endeavoured to eftab- 
lilli fome manufactures of the fame kind in their 
own country. Hence the origin of the firft ma- 
nufactures for diftant fale that feem to have been 
eftabliflied in the weftern provinces of Europe, 
after the fall of the Roman empire. 

No large country, it muft be obferved, ever 
did or could fubfift without fome fort of manu- 
factures being carried on in it ; and when it is 
faid of any fuch country that it has no manu- 
factures , it muft always be underftood of the 
finer and more improved , or of fuch as are fit 
for diftant fale. In every large country, both 
the clothing and honfehold furniture of the far 
greater part of the people , are the produce of 
their own induftry. This is even more univer- 
fally the cafe in thofe poor countries which are 
commonly faid to have no manufaftures , than in 
thofe rich ones that are faid to abound in them. 
In the latter, you will generally find, both in the 
clothes and honfehold furniture of the loweft rank 
of people, a much greater proportion of foreign 
produc^ons than in the former. 
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Thofe manufaflures which ’ are fit for diftant 
fale, feem to have been introduced into different 
countries in two different ways. 

Sometimes they have been introduced, in the 
manner above-mentioned, by the violent opera-^ 
tion , if one may. fay fo , of the ftocks of parti- 
cular merchants and undertakers, who eftabliflied 
them in imitation of fome foreij^n manufaflures 
of the fame kind. Such ' manufactures , there- 
fore, are the offsprings of foreign commerce, and 
fuclv feem to have been the ancient manufactures 
of filks, velvets, and brocades, which flourilhed 
in Lucca during the thirteenth century. They 
were baniflied from thence by the-tyranny of one 
of Machiavefs, heroes , Caftruccio Callracani. 
In i3io, nine hundred families were driven out 
of Lucca, of whom thirty-one retired to Venice, 
and offered to introduce there the filk manu- 
" faCture Their offer was accepted; many pri- 
vileges were conferred upon them , and they 
began the manufacture with three hundred work- 
men. Such too feem to have been the manu- 
factures of fine cloths that anciently fiouriflied in 
Flanders, and which were introduced into Lng- 
land in the beginning of the reign of Elizabeth 5 
and fuch are the prefent filk manufactures of 
Lyons and Spital - fields. : Manufactures intro- 
duced in this manner are generally employed 
upon foreign materials , being imitations of foreign 

manufactures. ‘When the Venetian manufacture 

■ \ * 

^ See Sandi Iftofia Civile di Venezia, Park 2 , vol. i. Page 347, 
and 356. 
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was iirft eftabliflicd , the materials were allbroughf 
from Sicily and the Levant. The more ancient 
manufafture of Lucca was likewife carried on with 
foreign materials. The cultivation of mulberry 
trees, and the breeding of filkworms, feem not to 
have been common in the northern parts of Italy 
before the fixteenth century. Thofe arts were not 
introduced into France till the reign of Charles IX. 
The mariufaflures of Flanders were carried on 
chiefly with Spanifli and Englifli wool. Spanilh 
wool was the material, not of the firft woollen 
manufafliire of England , but of the firfl: that was 
jit for diftant fale. More than one half the mate- 
rials of the Lyons manufaflure is at this day 
foreign filk ; when it was firll eftabliflied , the 
whole or very nearly the whole was fo. No part 
of the materials of the Spital-fields manufafluro 
is ever likely to be the produce of England. 
The feat of fuch manufaflures , as they are 
generally introduced by the fcheme and project 
of a few individuals , is fomctimes eftabliflied in 
a maritime city, and fometimes in an inland 
town, according as their interefl , judgment or 
caprice happen to determine. 

At other times manufaflures for diflaht fale 
grow up naturally, and as it were of their own 
accord , by the gradual refinement of thofe 
houfehold and coarfer manufaflures which muft 
at all times be carried on even in the pooreft and 
nideft countries. . Such manufadures are gene- 
rally employed upon the materials which the 
country produces, and they feem frequently tp 
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have been firft refined and improved in fuch inland 
countries as were , not indeed at a very great , but 
at a confiderable diflance from the fea coaft , and 
fometimes even from all water carriage. An inland 
country naturally fertile and eafily cultivated, pro- 
duces a great furplus of provifions beyond what 
is necelTary for maintaining the cultivators , and on 
accountof the expenfe of land carriage, and inconve- 
niency of river navigation, it may frequently be 
difficult to fend this furplus abroad. Abundance > 
therefore, renders provifions cheap, and encourages 
a great number of workmen to fettle in the neigh- 
bourhood , who find that their induflry can there 
procure them more of the neceffaries and conve- 
niencies of life than in other places. They 
work up the materials of manufaiHure which the 
land produces, and exchange their finiflied work, 
or what is the fame thing the price of it, for 
more materials and provifions. They give a 
new value to the furplus part of the rude produce, 
by faving the expenfe of carrying it to the wates 
fide, or to fome diflant marker; and they furnifh 
'the cultivators with fomething in exchange fop 
it that is either ufeful or agreeable to them , 
upon eafier terms than they could have obtained 
it before. The cultivators get a better price for 
their furplus produce, and can purchafe cheaper 
other conveniencies which they have occafion 
for. They are thus both encouraged and ena- 
bled to increafe this furplus produce by a further 
improvement and better cultivation of the land; 
and as the fertility of the land had given birtli 
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to the manufadnre , fo the progrefs of the manu- 
facture re-a£ts upon the land , and increafes ftill 
further its fertility. The manufacturers firft fupply 
the neighbourhood , and afterwards, as their work 
improves and refines , more diflant markets. For 
though neither the rude produce, nor even the 
coarfe manufacture, could, without the greateft dif- 
ficulty , fupport the expenfe of a confiderable land 
carriage, the refined and improved manufacture 
cafily may. In a fmall bulk it frequently contains 
the price of a great quantity of rude produce. A 
piece of fine cloth, for example, which weighs 
. only eighty pounds, contains in it, the price, not 
only of eighty pounds weight of wool, but fome- 
times of feveral thoufand weight of corn, the main- 
tenance of the different working people , and of 
their immediate employers. The corn, which could 
with difficulty have been carried abroad in its own 
lliape, is in this manner virtually exported in that 
of the complete manufaClure, and may eafily be 
fent to the remoteft corners of the world. In this 
manner have grown up naturally , and as it were 
of their own accord , the manufaCiures of Leeds, 
Halifax, Sheffield, Birmingham, and VVolver- 
liampton. Such manufaCiures are the offspring 
of agriculture. In the modern hiftory of Eu- 
rope, their exfenfion and improvement have ge- 
nerally been pofterior to thofe which were the 
offspring of foreign commerce. England was noted 
for the manufaClure of fine cloths made of Spanifli 
wool, more than a century before any of thofe 
which now flouriffi in the plages above-mentionejJ. 

’tvere 
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were fit for foreign fale. The extenfion and 
improvement of thefe laft could not take place 
but in confequence of the extenfion and im- 
provement of agriculture y the lalf and greateft 
effeft of foreign commerce , and of the manufac- 
tures immediately introduced by it, and whicli 
I fhall now proceed to explain. 

CHAP. IV. 

Ilot^ tilt Commerce of the Towns contributed to the 
Improvement of the Country, 


T H £ increafe and riches of commercial and 
manufafluring towns , contributed to the improve- 
ment and cultivation of the countries to which 
they belonged, in three different ways. 

Firft, by affording a great and ready market 
for the rude produce of the country, they gave 
encouragement to its cultivation and further im- 
provement. This benefit was not even confined 
to the countries in which they were fituated, but 
extended more or lefs to all thofe with which 
they had any dealings. To all of them they 
afforded a market for fome part either of their 
rude or manufa^iured produce, and confequently 
gave fome encouragement to the induftry and 
improvement of all. Their own country , how- 
ever on account of its neighbourhood , neceffa- 
lily derived the greatefl benefit from this market. 

W. of N, a. 14 
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Its rude produce being cliarged with lefs car- 
riage , the traders could pay the growers a better 
price for it, and yet aflbrd it as cheap to the 
confumers as that of more dillant countries. 

Secondly, the wealth acquired by the inha- 
bitants of cities was frequently employed in pur- 
chafing fuch lands as were to be fold, of which 
a great part would frequently be uncultivated. 
Merchants are commonly ambitious of becoming 
country gentlemen, and when they do, they are 
generally the beft of all improvers. A merchant 
is accuftomed to employ his money chiefly in 
profitable proje£ls; whereas a mere country gen- 
tleman is accuflomed to employ it chiefly in expeufe. 
The one often fees his money go from him and 
return to him again with a profit: the other , when 
once he parts with it, very feldom experts to fee 
any more of it. Thofe different habits naturally 
affe£l their temper and difpofition in every fort 
of bufinefs. A merchant is commonly a bold ; a 
country gentleman , a timid undertaker. The one is 
not afraid to lay out at once a large capital upon 
the improvement of his land , when he has a pro- 
bable profpefl of raifing the value of it in prt>portion 
to the expenfe. The other , if he has any capital, 
which is not always the cafe, feldom ventures to 
employ it in this manner. If he improves at all, 
it is commonly not with a capital , but with what 
he can fave out of his annual revenue. Who- 
ever has had the fortune to live in a mercantile 
town fituated in a unimproved country, muft 
have frequently obferved henv much more fpirited 
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the operations of merchants were in this way, 
than thofe of mere country gentlemen. The habits, 
befidcs , of order, tectmomy and attention, to 
which mercantile biifincfs naturally forms a mer- 
chant, render him much fitter to execute, with 
profit and fuccefs, any proje£l of improvement. 

Thirdly , and laftly , commerce and manu- 
faftures gradually introduced order and good go- 
vernment, and with them, the liberty and fecu- 
rity of individuals, among the inhabitants of the 
country , who had before lived almoft in a con- 
tinual Hate of war with their neighbours , and of 
fervile dependency upon their fuperiors. This, 
though it has been the leaft obferved, is by far 
the moft important of all their effe^ls. Mr. Hume 
is the only writer who, fo far as I know, has 
hitherto taken notice of it. 

- In a country which has neither foreign com- 
merce , nor any of the finer manufailures , a great 
proprietor, having nothing for which he can ex- 
change the greater part of the produce of his 
lands which is over and above the maintenance 
of the cultivators , confumes the whole kt ruftic 
hofpitality at home. If this furplus produce is 
fulficient to maintain a hundred or a thoufand 
men , he can make ufe of it in no other w^ay than 
by maintaining a hundred or a thoufand men. 
He is at all times, therefore, furroiinded with a 
multitude of retainers and dependants, who hav- 
ing no equivalent to give in return for their 
maintenance, but being fed entirely by his boun- 
ty , mull obey him , for the fame reafon that foldiera 
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muA obey tlie prince who pays them. Before 
the extenhon of commerce and nianufaflures in 
Europe, the hofpitality ©f the rich and the great, 
from tiie fovereign down to the fmalleft baron, 
exceeded every thing which in tlie prefent times 
we can eafily form a notion of. Weftminfter hall 
was the dining-room of William Rufus , and might 
frequently, perhaps, not be too large for his 
company. It was reckoned a piece of magnificence 
in Thomas Becket, that he ftrowed the floor of 
his hall with clean hay or ruflies in the feafon, 
in order that the knights and fquires , who could 
not get feats, might not fpoil their fine cloths 
when they fat down on the floor to eat their 
dinner. The great earl of Warwick is faid to have 
entertained every day at his different manors , 
thirty thoufand people ; and though the number 
here may have been exaggerated, it muft, how- 
ever, have been very great to admit of fuch exag- 
geration. A hofpitality nearly of the fame kind was 
exercifed not many years ago in many different parts 
of the highlands of Scotland. It feems to be com- 
mon in all nations to whom commerce and manu- 
faflures are little known. I havefeen, faysDoilor 
Pocock, an Arabian chief dine in the flreets of a 
town where he had come to fell his cattle, and 
invite all pafl'engers , even common beggars, to 
fit down with him and partake of his banquet. 

The occupiers of land were in every refpefl as 
dependent upon the great proprietor as his re- 
tainers. Even fuch of them as were not in a 
Rate of villanage , were tenants at will , who paid 
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a rent in no refpe£i equivalent to the fubfiftence 
which the land allorded them. A crown , half a 
crown, a fheep, a lamb, was fome years ago in 
the highlands of Scotland a common rent for 
lands which maintained a family. In fome places 
it is fo at this day ; nor will money at prefent 
pnrchafe a greater quantity of commodities there 
than in other places. In a country where the 
furplus produce of a large eAate muft be con- 
fumed upon the eftate itfelf, it will frequently be 
more convenient for the proprietor, that part of 
it be confumed at a diAance from his own honfe , 
provided they who confume it are as dependent 
upon him as either his retainers or his menial 
fervants. He is thereby faved from the embar- 
raffement of either too large a company or too 
large a family. A tenant at will , who pofleffes 
land fufficient to maintain his family for little more 
than a quit-rent , is as dependent upon the proprie • 
tor as any fervant or retainer whatever , and muA 
obey him with as little referve. Such a proprietor, 
as he feeds his fervants and retainers at his own houfe, 
fo he feeds his tenants at their houfes. The fnbfiA- 
ence of both is derived from his bounty , and its 
continuance depends upon his good pleafure. 

Upon the authority which the great proprietors 
neceffarily had in fuch a Aate of things over their 
tenants and retainers, was founded the power 
of the ancient barons. They neceffarily became 
the judges in peace, and the leaders in war, of 
all who dwelt upon their eAates. They could 
maintain order and execute the law within their 
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refpedUve demefnes , becaufe each of them could 
there turn tlie whole force of all the inhabitants 
againft the injuftice of any one. No other perfon 
had fufficient authority to do this. The king 
in particular had not. In thofe ancient times he 
was little more than the greateft proprietor in his 
dominions, to whom, for the fake of common 
defence againft their common enemies, the other 
great proprietors paid certain refpec^s. To have 
enforced payment of a fmall debt within the lands 
of a great proprietor , where all the inhabitants 
were armed and accuftomed to ftand by one an- 
other , would have coft the king, had he attempt- 
ed it by his own authority , almoft the fame 
efforts as to extinguifh a civil war. He was , there- 
fore, obliged to abandon the adminiftration of 
juftice through the greater part of the country , to 
thofe who were capable of adminiftering it; and 
for the fame reafon to leave the command of the coun- 
try militia to thofe whom that militia would obey. 

It is a miftake to imagine that thofe territo- 
rial jurifdidions took their origin from the feudal 
law. Not only the higheft jurifdiftions both ci- 
vil and criminal , but the power of levying troops, 
of coining money, and even that of making bye-> 
laws for the government of their own people, 
were all rights poffeffed allodially by the great 
proprietors of land feveral centuries before even 
the name of the feudal lavv was known in Europe. 
The authority and jurifdi£lion of the Saxon lords 
in England, appear to have been as great be- 
fore the conqueft , as that of any of the Norman 
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lords after it.* But the feudal law is not fup- 
pofed to have become the common law of Eng- 
land till after the conquefl;. That the moft ex- 
tenfive authority and jurifdiflions were poifelTecl 
by the great lords in* France allodially , long be- 
fore the feudal law was introduced, into that 
country, is a matter of fail that admits of no 
doubt. That authority and thdfe jurifdiflions 
all neceffarily flowed from the ftate'of property 
and manners juft now defcribed. Without re- 
mounting to the remote antiquities of either the 
French or Englifli monarchies , we may find in 
much later times many proofs that fuch effe6ls 
mufl always flow from fuch caufes.- It is not 
thirty years ago fince Mr, Cameron of Lochiel, 
a gentleman of Lochabar in Scotland, without 
any legal warrant whatever, not being wha|||l^as 
then called a lord of regality, nor even a tenant 
in chief; but a vaffal of the duke of Argyle, and 
without being fo much as a juftice of peace , ufed^ 
notwithflanding, to exercife the highefl criminal, 
jurifdiflion over his own people. He is faid to 
have done fo with great equity, though without 
any- of the formalities of juftice ; and it is not 
improbable that the ftate of that part of the coun- 
try at tliat time made it neceffary for him to 
affume this authority in order to maintain the 
public peace. That gentleman , whofe rent never 
exceeded five hundred pounds a year , carried , 
in 1745, eight hundred of his own people into 
the rebellion with him. 
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The introduction of the feudal law , fo far 
from extending , may be regarded as an attempt 
to moderate the authority of tlie great allodial 
lords. It eflablifljed a regular fubordination , 
accompanied with a long train of fervices and 
duties, from tlie king down to the fmalleft pro- 
prietor. During the minority of the proprietor, 
the rent, together with the management of his 
lands , fell into the hands of the immediate fupe- 
yior, and, qonfequently , thofe of all great pro- 
prietors into the hands of the king, who was 
charged with the maintenance and education of 
the pupil , and who , from his authority as guar- 
dian , was fuppofed to have a right of difpofing 
of him in marriage, provided it was in a manner 
not nnfuitable to his rank. But though this in- 
neceflarily tended to ftrengthen the 
autnority of the king , and to weaken that of the 
great proprietors , it could not do either fuffici- 
eutly for eftablilljing order and good government 
among the inhabitants of the country, becaufe 
it could not alter fufficiently that Bate of pro- 
perty and manners from which the diforders 
arofe, The authority of government Bill coriti-. 
nued to be, as before, too weak in the head 
and too Brong in the inferior members, and the 
exceffive Brength of the inferior members was the 
caufe of the weaknefs of the head. After the 
iiiBitutipn of feudal fubordination, the king was 
as incapable of reBraining the violence of the 
great lords as before. They Bill continued to 
make war according to their own diferetion. 


Digitized by Coogle 


i 


THE WEALTH OF NATIONS. QI7 

almoft continually upon one another, and very 
frequently upon the king; and the open country 
ftill continued to be a fcene of violence, rapine, 
and diforder. 

But what all the violence of the feudal infti- 
tutions could never have effefled , the filent and 
infenfible operation of foreign commerce and ma- 
nufaflures gradually brought about. Thefe gra- 
dually furnilhed the great proprietors with fome- 
thing for which they could exchange the whole 
furplus produce of their lands , and which they 
could confume themfelves without fliaring it either 
with tenants or retainers. All for ourfelves , and 
nothing for other people , feems , in every age of 
the world , to have been the vile maxim of the 
xnafters of mankind. As foon , therefore , as they 
could find a method of confuming the whole value 
of their rents themfelves , they had no difpofitiori 
to fliare them with any other perfons. For a pair 
of diamond buckles perhaps, or forfomething as 
frivolous and • ufelefs , they exchanged the main- 
_ tenance, or what is the fame thing, the price of 
the maintenance of a thoufand men for a year, and 
with it the whole weight and authority which it 
could give them. The buckles, however, were to 
be all their own , and no other human creature was 
to have any fliare of them ; whereas in the more 
ancient method of expenfe they muft have lhared 
with at leaft a thoufand people. With the judges 
that were to determine the preference, this dif- 
ference was perfeiily decilive; and thus, for the 
gratification of the mofl childifli , the meaneft and 
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the moft fordid of all vanities, they gradually bar- 
tered their whole power and authority. 

In a country where there is no foreign com- 
merce, nor any of the finer manufa£fures, a man 
of ten thoufand a year cannot well employ his re- 
venue in any other way than in maintaining, per- 
liaps , a thoufand families , who are all of them 
necelfarily at his command. - In the prefent Rate of 
Europe, a man of ten thoufand a year can fpend 
Ills whole revenue, and he generally does fo 
without direfUy maintaining twenty people, or 
beingable to command more than ten footmennot 
worth the commanding. ludire^Ily, perhaps, he 
maintains as great or even a greater number of 
people than lie could have done by the ancient 
method of expenfe. For though the quantity of 
precious productions for which he exchanges his 
whole revenue be very fmall^ the number of 
workmen employed in collecting and preparing it, 
mu ft neceffarily have been very great. Its great price 
generally arifes from the wages of their labor , and 
the profits of all their immediate employers. By 
paying that price heindireCtly pays all thofe wages 
and profits , and thus indireCtly contributes to the 
maintenanceofall theworkmenandtheiremployers. 
He generally contributes, however, but a very 
fmall proportion to that of each, to very few 
perhapsa tenth , to many not a hundredth, and to 
fome not a thoufandth , nor even a ten thoufandth 
part of their w'hole annual maintenance. Though 
he contributes , therefore , to the maintenance of 
them all, they are all more or lefs independent 
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of him, becaufe generally they cari'all be main- 
tained without him. 

When the great proprietors of land fpend- their* 
rents in maintaining their tenants .and retainers, 
each of them maintains entirely all his own tenants 
and all his own retainers. But when they fpend 
them in maintaining tradefmen and artificers , they 
may, all of them taken together, perhaps, main- 
tain as great, or, on account of the wafle which 
attends ruflic hofpitali ty, a greater number of people 
than before. Each of them , however, taken fingly, 
contributes often but a very fmall fliare to the main- 
tenance of any individual of this greater number. 
Each tradefman or artificer derives his fubfiltence 
from the employment, not of one, butofa hundred 
ora thoufand different cuflomers. Though >in fome 
meafure obliged to them all , therefore , he is not 
abfolutely dependent upon any one of them. 

The perfonal expenfe of the great proprietors- 
having in this manner gradually increafed, it was 
impofiible that the number of their retainers 
lliould not as gradually diminilh , till they were 
at laft difmifTed altogether. The fame caufe- 
gradually led them to difmifs the unneceffary 
part of their tenants. Farms were enlarged, and- 
the occupiers of land, notwithftanding the com- 
plaints of depopulation , reduced to the number 
iiecefl'ary for cultivating it, according to the im-* 
perfect Rate of cultivation • and improvement in. 
thofe times. ■ By the rernoval of the- unneceffary 
mouths, and by exa£ling from the farmer the 
full value of the farm , a greater furplus, or what 
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IS the fame thing, the price of a greater furplus, 
was obtained for the proprietor, which the mer- 
chants and manufaflnrers foon fnrniflied him with 
a' method of fpending upon his own perfon in 
the fame manner as he had done the reft. The 
fame caufe continuing to operate, he wasdefirous 
to raife his rents above what his lands, in the 
aflual Rate of their improvement, could afford. 
His tenants could agree to this upon one condition- 
only, that they lliould be fecured in their podef- 
fion, for fuch a term of years as might give them 
time to recover with profit whatever they fliould 
lay out in the further improvement of the land. 
The expenfive vanity of the landlord made him 
willing to accept of this condition; and hence the 
origin of long leafes. 

Even a tenant at will , who pays the full value 
of the land , is not altogether dependent upon the 
landlord. The pecuniary advantages which they 
receive from one another, are mutual and equal , 
and fuch a tenant will expofe neither his life nor 
his fortune in the fervice of the proprietor. But 
if he has a leafe for a long term of years , he is 
altogether independent; and his landlord muft 
not expe£l from him even themoft trifling fervice 
beyond what is either exprefsly ftipulated in the 
leafe, or impofed upon him by the common and 
known law of the country. 

The tenants having in this manner become 
independent, and the retainers being difmiffed , 
the great proprietors were no longer capable of 
interrupting the regular execution of juflice, or 
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of diAurbing the peace of the country. Having 
fold tlieir birth-right, not like Efaii for a mefs 
of pottage in time of hunger and necefiity , but in 
the wantonnefs of plenty , for trinkets and baubles, 
fitter to be the play - things of children than the 
ferious purfuits of men , they became as infignifi- 
cant as any fubAantial burgher or tradefman in 
a city. A regular government was eAablilhed in 
the country as well as in the city, nobody having 
fufficient power to diAnrb its operations in the 
one, any more than in the other. 

It does not , perhaps , relate to the prefent 
fnbjefl, but I cannot help remarking it, that 
very old families, fuch as have poffeffed fome 
confiderable eAate from father to fon for many 
fncceflive generations, are very rare in conv- 
mercial countries. In countries which have lit- 
tle commerce , on the contrary , fuch as Wales 
or the highlands of Scotland, they are very com- 
mon. The Arabian hiAories feem to be all full 
of genealogies , and there is a hiAory written by 
a Tartar Khan , which has been tranflated into 
feveral European languages, and which contains 
fcarce any thing elfe; a proof that ancient fami- 
lies are very common among thofe nations. In 
countries where a rich man can fpend his revenue 
in no other way than by maintaining as many 
people as it can maintain, he is not apt to run 
out, and his benevolence it feems is feldom fo 
violent as to attempt to maintain more than he 
can aAord. But where he can fpend the greateA 
revenue upon his own perfon , he frequently has 
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no bounds to his expenfe, becaufe he frequently 
has no bounds to his vanity , or to his afFeflion 
for his own perfon. In commercial countries^ 
therefore, riches, in fpite of the mod violent re-' 
giilations of law to prevent their diffipation, very 
feldom remain long in the fame family. Among 
fimple nations, on the contrary, they frequently 
do witlioiit any regulations of law ; for among 
nations of fliephercls, fucli as the Tartars and 
Arabs, the confumable nature of their property 
necefiarily renders all fuch regulations impollible, 

A revolution of the greateil importance to the 
public happinefs, was in this manner brought 
about by two different orders of people, who had 
not the lead intention to ferve the public. . To 
gratify the mod childihi vanity was the foie motive 
of the great proprietors. . The merchants and arti- 
hcers, much lefs ridiculous, a6led merely from a 
view to their own intered , and in purfuit of their 
own pedlar principle of turning a penny wherever 
a penny. was to be got. Neither of them had 
.either knowledge or forefight of that great revo- 
lution which the folly of the one, and theindudry 
of the other, was gradually bringing about. 

■ It :is thus that through the greater part of 
Europe the commerce and manufa£lures of cities, 
indead of being the eiTe£5 , have been the caufe 
and occalion of the improvement and cultivation 
of the country. , . 

This order, however, , being contrary- to: the 
natural courfe of things, is necefiarily both flow 
and..unceruin. Compare the flow grogrefs of 
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tliofe European countries of which the wealth 
depends very much upon their commerce and 
mannfaflures , witli the rapid advances of our 
North'American colonies of which the wealth is 
founded altogether in agriculture. Through the 
greater partof Europe , the number of iiiliabitants 
is not fuppofed to double in lefs than five hun- 
;dred years. In feveral of our A^orth- American 
colonies, it is found to double in twenty or 
. five«and-twenty years. In Europe, the law of pri- 
mogeniture, and perpetuities, of different kinds , 
prevent the divifion of great ellates, and thereby 
hinder the multiplication of fmall proprietors. A 
fmall proprietor, however, who knows every part 
of his little territory, who views it with all the 
affeflion which property, efpeci ally fmall property, 
•naturally infpires, and who upon that account takes 
pleafure not only in cultivating but in adorning 
it, is generally of all improvers the moll indullrious, 
the mofl intelligent, and the moflfuccefsful. The 
fame regulations, befides, keep fo much land’out 
of the market, that tiiere are always rnore capitals 
to buy than there is land to fell, fo that what is 
fold always fells at a monopoly price. The rent 
never pays the intereft of the purciiafe -money, 
and is befides burdened with repairs and other 
occafional charges, to which the intereft of money 
is not liable.* To purchafe land is every -where 
in Europe a moft unprofitable employment of a 
fmall cajiital. For the fake of the fuperjor fecuj 
rfty, indeed, a man of moderate circumftances, 
when he retires * from liufinefs', ’will fometimes 
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chufe to lay out his little capital in land. A man 
of profeilion too , whofe revenue is derived from 
another fource , often loves to fecure his favings 
in the fame way. But a young man , who , inftead 
of applying to trade or to fome profefTion , lliould 
employ a capital of two or three tlioufand pounds 
in the purchafe and cultivation of a fmall piece of 
land, might indeed expedl to live very happily , 
and very independently, butmuftbid adieu, for 
ever, to all hope of either great fortune or great 
illufiration, which by a different employment of 
his flock he might have had the fame chance of 
acquiring with other people. Such a perfon too , 
though he cannot afpire at being a proprietor, will 
often difdain to be a farmer. The fmall quantity 
of land , therefore , which is brought to market, 
and the high price of what is brought thither, 
prevents a great number of capitals from being 
employed in its cultivation and improvement 
which would otherwife have taken thatdireflion. 
In North-America , on the contrary, fifty orfixty 
pounds is often found a fuflicient flock to begin a 
plantation with. The purchafe and improvement 
of uncultivated land , is there the mofl profitable 
employment of the fmallefl as well as of tlie 
greatefl capitals, and the moft direfl road to all 
the fortune and illufiration which can be acquired 
in that country. Such land, indeed, is in North- 
America to be had almofl for nothing, or at a 
price much below the value of the natural pro- 
duce; a thing imp'offible in Europe , or indeed , 
in any country where all lands have long been 

private 
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private property. Iflanded eftates, however, were 
divided equally among all the children , upon the 
death of any proprietor who left a numerous family, 
the eftate would generally be fold. So much land 
would come to market, that it could no longer 
fell at a monopoly price. The free rent of the land 
would go nearer to pay the interefl of c!)e purcliafe- 
money , and a fmall capital miglit be employed in 
purchaling land as profitably as in any other way. 

England, on account of the natural fertility 
of the foil , of the great extent of the fea-coaft in 
proportion to that of the w'hole country, and of 
the many navigable rivers which run through it, 
and afford the convenlency of water carriage to 
feme of the mofl inland parts of it, is perhaps as 
well fitted by nature as any laj^e country in 
Europe, to be the feat of foreign commerce, of 
manufaenures for difiant fale , and of all the 
improvements which thefe can occafion. From the 
beginning of the reign of Elizabeth too , the 
Englifh legiflature has been peculiarly attentive 
to the interefts of commerce and manufa<fiures, 
and in reality there is no country in Europe, 
Holland itfelf not excepted , of which the law is, 
upon the whole, more favorable to this fort of 
induftry. Commerce and manufatflures havd ac- 
cordingly been continually advancing during all 
this period. The cultivation and improvement 
of the country has, no doubt, been gradually 
advancing too : but it feems to have followed 
llowly , and at a diflance, the more rapid progrefs < 
of commerce and irianu failures. Tlie greater 
W, of N. 0. i5 
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part of the country muft probably have been cul- 
tivated before the reign of Elizabeth; and’a very 
great part of it ftill remaim uncultivated, and the 
cultivation of the far greater part , much inferior 
to what it might be. The law of England, however, 
favors agriculture not only indiredUy by tho 
prote£Hon of commerce , but by feveral diredf 
encouragements. Except in times of fcarcity , the 
exportation of corn is not only free, but encouraged 
by a bounty. In times of moderate plenty, tlie 
importation of foreign corn is loaded with duties 
that amount to a prohibition. The importation of 
live cattle , except from Ireland , is prohibited at 
^11 times, and it is but of late that it was permitted 
from thence. Thofe who cultivate the land , there- 
fore, have a monopoly againft their countryriien 
for the two greateft and moll important articles of 
land produce, bread and butcher’s meat. Thefe 
encourageihents, though at bottom, perhaps, as I 
fliall endeavour to fhow hereafter , altogether 
illufory , fufficiently demonflrate at leafl the good 
intention of the legiflatnre to favor agriculture. 
But what is of much more importance than all of 
them , the yeomanry of England are rendered as 
fccure, as independent, and as refpedable as law 
can make them. No country, therefore, in 
which the right of primogeniture takes place, 
which pays tithes, and where perpetuities, though 
contrary to the fpirit of the law, are admitted in 
fome cafes , can give more encouragement to 
agriculture than England, Such, however, not- 
withflanding , is the Rate of its cultivation. 
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What would it have been , had the law given no 
dire£l encouragement to agriculture belides what 
arifcs indire6ily from the progrefs of commerce, 
and had left the yeomanry in the fame condition 
as in moft other countries of Europe? It is now 
more than two hundred years fince the beginning 
of the reign of Elizabeth , a period as long as the 
courfe of human profperity ufually endures. 

France feems to have had a confiderable Ihare 
of foreign commerce near a century before England 
was diftinguiflied as a commercial country. The 
marine of France was confiderable , according to 
the notions of the times, before the expedition of 
Charles the Vlllth tcr Naples. The cultivation and 
improvement of France, however, is, upon the 
whole , inferior to’ that of England. The law of 
the country has never given the fame diredi 
encouragement to agriculture. 

The foreign commerce of Spain and Portugal 
to the other parts of Europe , though chiefly car- 
ried on in foreign fliips , is very conflderable, 
That to their colonies is carried on in their own , 
and is much greater, on account of the great 
riches and extent of thofe colonies. But it has 
never introduced any confiderable manufa£lures 
for diftant fale into either of thofe countries, and 
the greater part of both ftill remains uncultivated. 
The foreign commerce of Portugal is of older 
Handing than that of any great country in Europe, 
except Italy, 

Italy is the ^only great country of Europe 
which feems to hjive been cultivated and improved 
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in every part, by means of foreign commerce and 
manufaflures for dillant fale. Before the invafion 
of Charles the Vlllth , Italy according to 
Guicciardini, was cultivated not lefs in the moft 
mountainous and barren parts of the country, than 
in the plained and moft fertile. The advantageous 
fituation of the country, and the great number of 
independent dates which at that time fubhfted in 
it, probably contributed not a little to this general 
cultivation. It is not impoflible too, notwithftand- 
ing this general exprellion of one of the moft • 
judicious and referved of modern hiftorians, that 
Italy was not at that time better cultivated than 
England is at prefent. 

The capital, however, that is acquired to any 
country by commerce and manufactures, is all a 
very precarious and uncertain poffenion, till fome 
part of it has been fecured and realized in the 
cultivation and improvement of its lands. A 
merchant, it has been faidj^rery properly, is not 
neceffarily the citizen of any particular country. 

It is in a great meafure indifferent to him from 
what place he carries on his trade; and a very 
trifling difguft will make hint remove his capital, 
and together with it all the induflry which it 
fupports, from one country to another. No part of 
it can be faid to belong to any particular country , 
till it has been fpread as it were over the face of 
that country, either in buildings, or in the lading 
improvement of lands. No veftige now re- 
mains of the great wealth , faid to have been 
poffeffed by the greater part of the Hans- towns, 
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except in the obfcure hiftories of the thirteenth * 
arid fonrteenth centuries. It is even uncertain 
'.where fome*of them were fitiiated, or to what 
towns in Europe the Latin names given to fome 
of them belong. But though the misfortunes of 
Italy in the end of the lifceenrh and beginning of 
the fixteenth centuries greatly dimii^ilied thd 
'Commerce and manufaftures of the cities of 
Lombardy and Tufcany, thofe countries ftill con- 
tinue to be among the mofi: populous and beft 
cultivated in Europe. The civil wars of Flanders , 
and the Spanifli government which fucceeded 
' them, chafedaway the great commerce of Antwerp, 
Ghent, and Bruges. But Flanders Bill continues to 
be one of the richeft , beft cultivated , and moft 
populous provinces of Europe; The ordinary ^ 
revolutions of war and government feafily dry up 
the fources of that wealth which arifes from' 
commerce only. That which arifes from the more 
folid improvement of agriculture, is much more 
durable, arid cannot be deftroyed but by thofe 
more violent convnlfions occafioned by the depre- 
dations of hoflile and barbarous nations continued 
for a century or two together ; fuch ns thofe that . 
happened for fome time before and after the fall 
of the Roman empire iri the weftern provinces 

of Europe. 
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B O O K IV. 

Of Svflems of political Oeconorny, 

f 

• t 

I.N T R 6 D U C T I O N. 

* * 

* * r 

P OLITICAL aconomy , confidered ai m , 
branch of the fcience of a ftatefman or legiflator, 
propofes two diflinfl objefls: firft, to provide at 
plentiful revenue or fubfiftence for the people, ojp 
more properly, to enable them to provide fuch a 
revenue, or fubfiftence for themfelves; and fecond^ 
Jy , to fnpply the ftate or common-wealth with a 
revenue fufticient for the public fervices. It pro-f 
pofes to enrich both the people and the fovereign, 
. The different progrefs of opulence in different 
ages and nations, has given ocgafion to two 
different fyftems of political occonomy, with regard 
to enriching the people. The one may be called 
the fyftem of commerce, the other that of agrir 
culture. I fliall endeavour to explain both as 
fully and di|lin£)ly as I can , and (hall begin with 
the fyftem of comnijerCe. It is iJie modern fyftem , 
and is beft nnderftood in our own country and 
in Qur own times, 
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CHAP. I. 

Of the Principle of the commercial ^ or mercantile 
Spfiem. 

nr . ' 

JL II AT. wealth confifts in money, or in gold 
and filver, is a popular notion which naturally 
arifes from the double fundlion of money , as the 
inllrument of commerce , and as the meafure of 
X’alue. In confeqnence of its being the inftrument 
of commerce, when we have money we can more 
, rc.adily obtain Avhatevcr elfe we have occafion for, 
than by means of any other commodity. The 
great affair, we always find, is to get money. 
When that is obtained , there is no difficulty in 
making any fubfequent purcliafe. In confequence 
of its being the meafure of value, we eftimate that 
of all other commodities by the quantity of money 
.which they will exchange for. We fay of a rich 
man that he is worth a great deal , and of a poor 
man that he is worth very little money. A frugal 
man , or a man eager to be rich , is faid to love 
money; and a carelefs, a generous, or a profufe 
man, is faid to be indifferent about it. To grow 
rich is to get money ; and wealth and money , in 
, fliort , are , in common language , confidered as in 
every refpe<fl fynonymous. 

A rich country, in the fame manner as a rich 
man , is fuppofed to be a country abounding in 
money; and to heap up gold and filver in any 
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• country is fiippofed to be the* readieft way to 
enrich it. For fome time after the difcovery of 
America, the hrfl; inquiry of the Spaniards, when 
they arrived upon any unknown coaft, ufed to be, 
if there was any gold or filver to be found in the 
ne*ighbourhood? By the information which they, 
received, they judged whether it was worth 
while to make a fettlement there , or if the country 
was worth the conquering. Plano Carpino, a monk 
fent ambaffador from the king of France to one 
of the fons of the famous Gengis Klian , fays that the 
Tartars ufed frequently to afk him , if there was 
plenty ofiheep and oxen in the kingdom of France ? 
Their inquiry had the fame objeil with that of 
the Spaniards! They wanted to know if the 
country >vas rich enough to be worth the eon- * 
quering. Aunong the Tartars , as among all other 
nations of fliepherds , w'ho are generally ignorant 
of the ufe of money, cattle are the inflruments of 
commerce and the mcafures of value. Wealth , 
therefore, according to them, confided in cattle, 
as according to the Spaniards it confided in gold 
and filvef. Of the two, the Tartar . notion ^ 
perhaps, was the neareft to the truth. 

Mr. Locke remarks a didindlion between 
money and other moveable goods. All other 
moveable goods, he fays, are of fo confumable 
a nature that the wealth which confids in them 
cannot be much depended on, and^a nation 
which abounds in them one year may, without 
any exportation, but merely by their o\vn wade 
and extravagance , be in. great want of them the 
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next. Money, on the contrary, is a fteady friend, 
which, though it may travel about from hand to 
hand , yet if it can be kept from going out of the 
country , is not very liable to be wafted and con- 
fumed. Gold and filver, therefore, are, according 
ito him , the rnoft folid and fubftantial part of the 
moveable wealth of a nation, and to multiply 
thofe metals ought, he thinks , upon that account, 
to be the great objefl of its political oeconomy. 

Others admit that if a nation could be feparated 
from all the world , it would be of no confequence 
, how much, or how little money circulated in it. 
The confumable goods which were circulated bv 

, o ^ 

means of this money i would only be exchanged 
for a greater or a fmallcr number of pieces; but 
ithe real wealth or poverty of the country, they 
allow, would depend altogether upon the abund- 
ance. or fcarcity of thofe confumable goods. But 
it is otherwife, they think, with countries which 
have connexions with foreign nations, and which 
are obliged to carry on foreign wars, and to 
maintain fleets and armies in diftant countries, 

t ^ 

This, they fay, cannot be done, but by fending 
abroad money to pay them. with; and a nation 
cannot fend much money abroad , unlefs it has a 
good deal at home. Every fucH nation , therefore, 
muft endeavour in time of peace to accumulate 
gold and filver, that, when occafion requires, it 
may liave. where-withal to carry on foreign wars. 

In confequcnp of thefe popular notions, all the 
different nations of Europe have ftudied, though 
to little purpofe , every poflible means of 
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accumulating gold and filver in their refpeflivo 
countries. Spain and Portugal, the proprietors of 
the principal mines wliich fupply Europe with thofc 
metals, have either prohibited their exportation 
under the fcvereft penalties, or fubjefled it to a 
confiderable duty. The like prohibition feems an- 
ciently to have made a part of the policy of mod 
other European nations. It is even to be found, 
where we fliould lead of all expefl to find it, in 
fome old Scotch a61s of parliament, which forbid 
under heavy penalties the carrying gold or filver 
forth of the kingdom. The like policy anciently' 
took place both in France and England. 

When thofe countries became commercial , the 
merchants found this prohibition , upon manyoc- 
cafions, extremely inconvenient. They could fre-^ 
quently buy more advantageoufly with gold and 
filver than with any other commodity , the foreign 
goods which they wanted, either to import into 
their own, or to carry to fome other foreign 
country. They remondrated, therefore, againd 
this prohibition as hurtful to trade. 

They reprefented, fird, that the exportation 
of gold and filver in order to purchafe foreign 
goods, did not always diminilh the quantity of 
thofe metals in the kingdom. That, on the 
contrary , it might frequently increafe that quan- 
tity; becaufe, if the confumption of foreign 
good? was not tliereby increafed in the country , 
thofe goods might be re - exported to foreign 
countries , and being there fold for a large 
profit, might bring back much more treafure 
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than was originally fent out to pnrchafe them. 
Mr, Mun compares this operation of foreign 
trade to the feed-time and harveft of agriculture. 
** If we only behold , ” fays he , “ the afUons of 
the hufbandman in the feed -time, '^heia he 
cafteth away much good corn into the ground, 
“ we fhall account him rather a madman than a 
“ liufbandman. But when we confider his la- 
bors in the harveft , which is the end of his 
“ endeavours , we fliall find the worth and plenti- 
** ful increafe of his aftions,, ” 

They reprefented,fecondly, that this prohibition 
could not hinder the exportation of gold and filver, 
which , on account of the fmallnefs of their bulk 
in proportion to their value , could eafily be fmug- 
igled abroad. That this exportation could only be 
prevented by a proper attention to, what they 
called, the balance of trade. Ifhat when the 
country exported to a greater value than it im- 
ported , a balance became due to it from foreign 
nations , which was neccffarily paid to it in gold 
and filver, and thereby increafed the quantity of 
thofe metals in the kingdom. But that when it 
imported to a greater value than' it exported, a 
contrary balance became due to foreign nations, 
which was necelfarily paid to them in the fame 
manner, and thereby diminifljed that quantity. 
That in this cafe to prohibit the exportation of 
thofe metals could not prevent it, but only, by 
making it more dangerous, render it more expen- 
five. That the exchange was thereby turned more 
againft the country which owed the balance , than 
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it otherwife might have been , the merchant who 
purchaCed a bill upon the foreign country being 
obliged to pay the banker who fold it,* not only 
for the natural rifk , trouble and expenle offend- 
ing the money thither, but for the extraordinary 
riikarifing from the prohibition. But thatthe more 
the exchange was againft any country, the more 
the b'alance of trade became nccelfarily againft it; 
the money of that country becoming neceffarily of 
fo much lefs value, in comparifon with that of 
the country to which the balance was due. That 
if the exchange between England and Holland, 
for example, was five per cent againft England, 
it would require a hundred and five ounces of 
filver in England to purchafe a liill for a hundred 
ounces of fiiver in Holland: that a hundred and 
five* ounces of lilyer in England , therefore, would 
be worth only a hundred ounces of filver in Hol- 
land, and would purchafe only a proportionable 
quantity of Dutch goods: but that a hundred 
ounces of filver in Holland, on the contrary, would 
be worth a hundred and five ounces in England , 
and ^vould purchafe a proportionable quantity of 
Engli.ffi goods: that the Englifli goods which 
were fold to Holland would be fold fo much 
cheaper; and the Dutch goods which were fold 
to England, fo much dearer, by the difference 
of the exchange; that the one would draw fo 
much lefs Dutch money to England, and the. 
other fo much more Englifit money to Holland, 
as this difference amounted to : and that the 
balance of trade , therefore, w'ould neceffarily be 
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fo much more againft England , and would re- 
quire a greater balance of gold and lilver to be 
exported to Holland. 

^Tliofe arguments were partly folid and partly 
fophiftical. They were folid fo far as they alferted 
tliat the exportation of gold and filver in trade 
might frequently, be advantageous to the country. 
They were folid too , in afferting that no prohibi- 
tion could prevent their exportation , when private 
people found any advantage in exporting them. 
But they were fophiffical in fuppofing , that either 
to preferv'e or to augment the quantity of thofe 
metals required more the attention ofgovernment, 
than to preferv'e or to augment the quantity of any 
other ufeful commodities, which the freedom of 
trade , without any fuch attention , never fails to 
fupply in the proper quantity. They were fo- 
phiflical too, perhaps, in aflerting that the high 
price of exchange neceffarily increafed , what they 
called , the unfavorable balance of trade , or oc- 
cafioned the exportation of a greater quantity of 
gold and lilver. That high price, indeed, was ex- 
tremely difadvantageous to the merchants who had 
•any money to pay in foreign countries. They paid 
fo much dearer for the bills which their bankers 
granted them upon thofe countries. But though' 
the riflt arifing from the prohibition might occa- 
fion fome extraordinary expenfe to the bankers’, 
it would not neceffarily carry any more money 
out of the country. This expenfe would gene- 
rally be all laid out in the country, in fmuggling 
the money out of it, and could feldom occaiion 
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th® exportation of a fingle lix- pence beyond th« 
prepife fum drawn for. The higli price of exchange _ 
too would naturally difpofe the merchants to en- 
deavour to make their exports nearly balance their 
imports, in order that they might have this high 
exchange to pay upon as fmall a fnm as poffible. 
The high price of exchange, befides, mull necef- 
farily have operated as a tax, in raifing the price 
of foreign goods, and thereby diminilhing their 
confumption. It would tend, therefore, not to 
increafe, but to diminilh , what they called, the 
nnfevorable balance of trade, and confcquently 
the exportation of gold and filver. 

Snch as they were, however, thofe ar^ments 
convinced the people to whom they were ad- 
drefled. They were addreffed by merchants to 
parliaments , and to the councils of princes , to 
nobles , and to country gentlemen; by thofe who 
were fuppofcd to underftand trade , to thofe who 
were confcious to themfelves that they knew no- 
thing about the matter. That foreign trade en- 
riched the country, experience demonftrated to 
the nobles and country gentlemen , as well as to 
the merchants; but how, 'or in what manner,- 
none of them well knew. The merchants knew 
perfeiJUy in what manner it enriched themfelves. 
It was their bufinefs to know it. But to know 
in what manner it enriched the country , was no 
part of their bufinefs. This fubje£l never came 
into their conlideration , but when they had occa- 
fion to apply to their country for fome change in 
the laws relating to foreign trade. It then becam© 


Digitized by Google 



THE WEALTH OF NATIONS. q3^ 

ncceffary to fay fomething about the beneficial 
cffefls of foreign trade , and the manner in which 
thofe effcfls were obftrufled by the laws as they 
then ftood. To the judges who were to decide 
the bufinefs , it appeared a moft fatisfaflory account 
of the matter, when they were told that foreign 
trade brought money into the country, but that , 
the laws in queftion hindered it from bringing fo 
much as it otherwife would do. Thofe arguments 
therefore produced the wiflied-for effefl. The pro- 
hibit'ion of exporting gold and filver was in France, 
and England confined to the coin of thofe refpe61ive 
countries. The exportation of foreign coin and of 
bullion was made free. In Holland , and in fome 
other places , this liberty was extended even to the 
coin of the country. The attention of government 
.was turned away from guarding againft the. ex- 
portation of gold and filver, to watch over the 
balance of trade , as the only caufe which could 
occafion any augmentation or diminution of thofe 
metals. From one fruitlefs care it . was turned 
away to another care. much more intricate, much- 
more embarrafling , and juft equally fruitlefs, ’ 
The title of Mun’s book , England's Treafure' 
in Foreign Trade, .became a fundamental maxinx 
in the political occonomy , not of England only, 
but of all other commercial countries. The in-, 
land or home ti'ade, the moft important of all , 
the trade in which an equal capital affords the* 
greateft revenue, and creates the greateft em-^ 
• ployment.to the people of the country, was con-^ 
fidered as fubfidiary only to foreign trade, ^Ic 
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neither brought money into the country, it wa* 
faid , nor carried any out of it. Tlie country 
therefore could never become either richer or 
poorer by means of it, except fo far as its prof- ^ 
perity or decay might indire£\ly influence the 
Rate of foreign trade. 

A country that has no mines of its own muft 
undoubtedly draw its gold and lilver from foreign 
countries, in the fame manner as one that has no 
vineyards of iis own'muft draw its wines. It does 
sot feem neceffary, however, that the attention 
of government ftiould be more turned towards tlie 
one than towards the other objefl. A country tliat 
has wherewithal to buy wine , will always get 
the wine which it has occafion for; and a country 
that has wherewithal to buy gold and filver , will 
never be in want of thofe metals. They are to be 
bought for a certain price like all other commodi- 
ties , and as they are the price of all other commo- 
dities , fo all other commodities are the price of 
thofe metals. We truft with perfect fecurity tha» 
the freedom of trade, witliout any attention of 
government, wall always fupply us w'ith the wine 
which we have occafion for : and we may truft ' 
with equal fecurity that it will always fupply us 
with all the gold and filver which we can afford to 
purchafe or to employ , either in circulating our 
commodities , or in other ufes. 

The quantity of every commodity which hu- 
*man induftry can either jmrchafe or produce, 
naturally regulates itfelf in every country accord- 
ing to the effedfual demand , or according to the 

demand 
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demand of thofe who are willing to pay the whole 
rent , labor and profits which muft be paid in 
order to prepare and bring it to market. But no 
commodities regulate themfelves more eafily or 
more exadly according to this eifeilyal demand 
than gold and filver; becatife, on account of the 
fmall bulk and great value of thofe metals , no 
commodities can be more eifily tranfported from 
one place to another , from the places where they 
are cheap, to thofe where they are dear, from the 
places where they exceed , to thofe where they 
fall fliort of this effeilual demand. If there were 
in England, for example , an effeftual demand for 
an additional quantity of gold, a packet-boat qouM 
bring from Lifbon , or from ^vherever elfe it was 
to be had, fifty tuns of gold, which could be coined 
into more than five millions of guineas. But if 
there were an eSedual demand for grain to the 
fame value, to import it would require, at five 
guineas a tun , a million of tuns of Ihipping, or 
a thoufand [hips of a thoufand tuns each. The 
navy of England would not be fufficient. 

When the quantity of gold and filver imported 
into any country exceeds the effedlual demand, no 
vigilance of government can prevent their export- 
ation. All the fanguinary laws of Spain and 
Portugal are not able to keep their gold and filver 
at home, The continual importations from Peru 
and Bralil exceed, the effedual demand of thofe 
countries, and fink the price of thofe metals there 
below that in the neighbouring countries. If, on 
the contrary, in any particular country, theit 
W.oJN, ' a, ' 16 
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qtianfity fell fliort of the effefluaf demand, fo as 
to raife their price above that of the neighbouring 
countries , the government would have no occa* 
lion to take any pains to import them. If it were 
even to take pains to prevent their importation , 
it would not be able to effeminate it. Thofe metals, 
when the Spartans had got wherewithal to pur- 
chafe them , broke through all the barriers which 
the laws ’of Lycurgus oppofed to their entrance 
into Lacedemon. All the fanguinary laws of the 
cuftoms are not able to prevent the importation 
of the teas of the Dutch and Gottenburgh Eaft 
India companies, becaufe fomewhat cheaper than 
thofe of the Britifh company. A pound of tea , 
however, is about a hundred times the bulk of 
one of the higheft prices , fixteen lliillings , that is 
commonly paid for it in filver, and more than 
two thoufand times the bulk of the fame price in 
gold, and confequently juft fo many times more 
difficult to fmuggle. 

It is partly owing to the eafy tranfportation of 
gold and filver from the places where they abound 
to thofe where they are wanted , that the price of 
thofe metals does not flu£luaie continually like 
that of the greater part of other commodities, 
which are hindered by their bulk from flhfting 
their fituation,- when the market happens to be 
either over or underftocked with them. The price 
of thofe metals , " indeed , is not altogether exempt- 
ed from variation , but the chiiges to which it is 
liable are generally flow ,- gradual , and uniform: 
In Europe, for example, itis fnppofed , without 
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much foundation, perhaps, that during the courfe 
of the prcfeut and preceding century , they have 
been conAantly, but gradually, finking in their 
value, on account of the continual importations 
from the Spanilli Weft Indies. But to make any 
fudden change in the price of gold and filver , fo 
as to raife or lower at once , ienfihly and remark- 
ably, the money price of all other commodities , 
requires fuch a revolution in commerce os that 
occafioned by the difeovery of America. 

If, notwithftanding all this , gold and filver 
fiiould at any time fall fliort in a country which 
has wherewithal to purchafe them, there are more 
expedients for fupplying their place , thari that of 
almoft any other commodity. If the materials of 
manufaflure are wanted, induitry muft flop. If 
provifions are wanted, the people muft ftarve. 
But if money is wanted, barter will fupply its 
place, though with a good deal ofinconvenicncy. 
Buying and felling upon credit, and the different 
dealers compenfating their credits with one another 
once a month or twice a year, will fupply it 
with lefs inconveniency. A well regulated pajjcr 
money will fupply it, not only without any 
inconveniency, but, in fome cafes, with fotne 
advantages. Upon every account, therefore, the 
attention of government never was fo unneceffarily 
employed, as when direiled to watch over the 
piefervation or increafe of the quantity of money 
in any country. ’ 

No complaint, however, is more common than 
tliat of a fcarcity of money. Money, like wine. 
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mud always be fcarce with thofe who have neither 
wherewithal to buy it, nor credit to borrow it. 
Thofe who have either, will feldom be in want 
either of the money , or of the wine which they 
have occafion for. This complaint, however, of 
the fcarcity of money, is not always confined to 
improvident fpendthrifts. It is fometimes general 
through a whole mercantile town , and the coun- 
try in its neighbourhood. Over- trading is the 
common caufe of it. Sober men , whofe projefls 
have been difproportioned to their capitals, are as 
likely to have neither wherewithal to buy money, 
nor credit to borrow it, as prodigals whofe ex- 
penfe has been difproportioned to their revenue. 
Before their projeflscan be brought to bear, their 
flock is gone , and their credit with it. They run 
about every -where to borrow money, and every 
body tells them that they have none to lend. 
Even fuch general complaints of the fcarcity of 
money do not always prove that the ufual number 
of gold and filver pieces are not circulating in the 
country , but that many people want thofe pieces 
who have nothing to give for them. When the 
profitsof trade happen to be greater than ordinary, 
over-trading becomes a general error both among 
great and fmall dealers. They do not always fend 
more money abroad than ufual , but they buy 
upon credit both at home and abroad, anunufual 
quantity of goods, which they fend to fome dif- 
tant market, in hopes that the returns will come 
in before the demand for payment. The demand 
comes before the returns , and they have nothing 
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athand, with which they can either purchafe money, 
or give folid fecnrity for borrowing. It is not any 
fcarcity of gold and filver , but the difficulty which 
fuch people find in borrowing, and which their 
creditors find in getting payment , that occafions 
the general complaint of the fcarcity of money. 

It would be too ridiculous logo about ferioufly 
to prove, that wealth does not confilt in money, 
or in gold and filver; but in what money pur- 
chafes, and is valuable only forpurchafing. Money, 
no doubt , make? always a part of the national | 
capital, but it has already been Ihown that it j 
generally makes but a fmall part , and always the 
xnoft unprofitable part of it. 

It is not becaufe wealth confifts more effentially 
in money than in goods , that the merchant finds 
it generally more eafy to buy goods with money, 
than to buy money with goods ; but becaufe money 
is the known and eftabliflied inftrument of com- 
merce, for which every thing is readily given in 
exchange , but which is not always with equal 
readinefs to be got in exchange for every tiling. 
The greater part of goods befides are more periffi- 
able than money , and he may frequently fuftain 
a much greater lofe by keeping them. When his 
goods are upon hand too , he is more liable to 
fuch demands for money as he may not be able 
to anfwer, than when he has got their price in 
his coffers. Over and above all this, his profit 
arifes more direiUy from felling than from buying, 
and he is upon all thefe accounts generally much 
more ajixious to exchange his goods for money , 
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than his money for goods. But though a parti- 
cular merchant , with abundance of goods in his 
warehonfe, may fometimes be ruined by not being 
able to fell them in time , a nation or country is 
rot liable to the fame accident. The whole capital 
ofa merchant frequently confifts in perifhable goodf 
dellined for purchafing money. But it is buta very 
fmall part of the annual produce of the land and 
labor of a country which can ever be deflinedfo^ 
purchafing gold and filver from their neighbours. 
The far greater part is circulated and confumed 
among themfelves; and even of the furplus which 
is fent abroad, the greater part is generally deftined 
for the purchafe of other foreign goods. Though 
gold and filver, therefore, could not be had in ex- 
change for the goods deftined to purchafe them , 
the nation would not be ruined. It might, indeed, 
fufter fomelofs andinconveniency, and be forced 
upon fomc of thofe expedients which are necelfary 
for fupplying the place of money. The annual 
produce of its land and labor, however, would be 
the fame, or very nearly the fame, as ufual, becaufe 
the fame, or very nearly the fame confumable capi- 
tal would be employed in maintaining it. And 
though goods do not always dra\v money fo readily 
as money draws good, , in the long run they draw 
i t more neceffarily than even it draws them. Goods 
can ferve many other purpofes befidespurchaling 
money, but money can ferve no other purpofe 
befides purchafing goods. Money, therefore, 
ncceftarily runs after goods, but goods donut 
always or neceffarily run after money. The man 
wh.o buys, does not always mean to fell again, but 
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frequently to ufe or to confnme; whereas he who 
fells , always means to buy again. The one may 
frequently have donethewhole, but the other can 
never have done more than one-half of his bufmefe. 
It is not for its own fake that men defire money, 
but for the fake of what they can purchafe wi|h it. 

Confumable commodities , it is laid , are foon 
deftroyedf whereas gold and filver are of a more 
durable nature, and, were it not for this continual 
exportation , might be accumulated for ages toge- 
ther, to the incredible augmentation of the real 
wealth of 'the country. Nothing, therefore, it is 
pretended, can be more.difavantageous to any 
country , than the trade, which conlills in- thfc 
exchange of fuch-lafting for fuch perilliable corrt- 
'modities. We do not, however, mckosi that trade 
difadvantageous which confilis in the exchange «f 
the hard-ware of England for the wines of France ; 
and yet hard-ware is a very durable commodity, 
and were ittnot for this continual exportation, 
might too be accumulated for ages together , to 
the incredible augmentation of the pots and pans 
of the country. Butitreadilyoccurs that the num- 
ber of fuch utenfils is in every country neceffarily 
limited by theufe which there k for them; that 
it would be abfnrd to have more p>ots and pans 
than were neceffary for cooking the vi 6 luals ufually 
confumed there; and thatifthe quantity of vi^luals 
were to increafe, the number of pots and pans 
would readily increafe along with it, a part of the 
increafed quantity of vi^luals being employed in 
purchaiing them, or in maintaining an additional 
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number of workmen whofc bufmef^ it was to 
make them. It fliould as readily occur that the 
quantity of gold and filver is in every country 
limited by the ufe which there is for thofe metals ; 
that their ufe confifts in circulating commodities 
as coin, and in affording a fpecies of houfehold 
furniture as plate ; that the quantity of coin in every 
country is regulated by the value of tlie commo- 
dities which are to be circulated by it : increafe 
that value, and immediately a part ofit will be 
fent abroad to purchafe , wherever it is to be had, 
the additional quantity of coin requifite for circu- 
lating them : that the quantity of plate is regulated 
by the number and wealth of thofe private families 
who chufe to indulge themfelves in that fort of 
magnificence: increafe the number and wealth of 
fuch families , and a part of this increafed wealth 
will moft probably be employed in purchafing, 
wherever it is to be found, an additional quantity 
of plate: that to attempt to increafe the wealth of 
any country, either by introducing or by detain- 
ing in it an unnecelfary quantity*of gold and filver, 
is as abfurd as it would be to attempt to increafe 
the good cheer of private families , by obliging 
them to keep an unnecelfary number of kitchen 
utenfils. As the expenfe of purchafing thofe 
unneceifary utenfils would diminiili inAead of 
increafing either the quantity . or ’ goodnefs 
of the family provifions ; fo the expenfe of pur- 
chaling an unneceflary quantity of gold and 
filver muft, in every country , as neceffarily 
diminiffli the wealth which feeds, clothes, and 
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lodges , which maintains and einploys the people! 
Gold and filver, whether in the lhape of coin or 
of plate, are utenfils, it muft be remembered , at ‘ 
much as the furniture of the kitchen. Increafe 
the ufe for them , increafe the confumable com-^ 
modities which are to be circulated, managed J 
and prepared by means of them, and you will 
infallibly increafe the quantity ; but if you at- 
tempt , by extraordinary means , to increafe the 
quantity, you will as infallibly diminifli the ufe 
and even the quantity too , which in thofe metals 
can never be greater than what the ufe requires. 
Were they ever to be accumulated’ beyond this 
quantity, their tranfportation is fo eafy, and the 
lofs which attends their lying idle and unem- 
ployed fo great , that no law could prevent their 
being immediately fent out of the country. 

It is not always necelTary to accumulate gold 
and fllver, in order to enable a country to carry on 
foreign wars, and to maintain fleets and armies 
in diftaht countries. Fleets and armies are main- 
tained, not with gold and filver, but with con- 
fumable goods. The nation which, from the 
annual produce of its domeftic induftry *, from 
the annual revenue arifing out of its lands, labor-, 
and confumable flock, has wherewithal to pur- 
chafe thofe confumable goods in diftant countries^ 
can maintain foreign wars there. 

A nation may purchafe the pay and proviffons 
of an army in a diAant country three different 
ways ; by fending abroad either , firft , fome part 
of its accumulated gold and filver j or feeundly^ 
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feme part of the annnal produce of its mannfac^ 
tures; or laft of all, fome part of its ^inual rude 
produce. . .. ... 

The gold and' filver ^which can properly be 
confidered . as accumulated or Aored up in any 
country, may be diAinguiffied into tlnee parts^ 
firA , the circulating money ; fecondly , the plate of 
private families; and laA of all, the -money which 
may have been collefled by .many years parfimony, 
and laid up in the treafury of the prince. 

. It can feldom happen that much can be fpared 
from the circulating* money of the country ; be- 
caufe in that there can feldom be much redun- 
dancy. The value of.; goods -annually bought 
and fold in any country requires a> cei^tain quan- 
tity of money to circulate and diAribute them to 
their proper confumers , and can give employr 
ment to no more.> The channel of circulation 
neceflarily draws- to itfelf a fum fufficient to fill 
it, and never admits any more. Something, 
however, is generally vvithdrawn from this chan- 
nel in the cafe of foreign war. By. the great 
number of people wlio are maintained abroad j 
fewer are maintained at home. Fewer goods are 
circulated there, and lefs money becomes ne- 
ceffary to circulate .them. An extraordinary 
quantity of paper money , of fome fort or other 
too , fuch as exchequer notes , navy bills ; and 
bank bills in England, is generally Hfued upon 
fuch occafions , and by fupplying the place of 
circulating. gold and lilver, gives an opportunity 
offending a greater quantity of it»abroad. .AU 
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this, however,, could 5 afford but a poor refourc^ 
-for maintaining a foreign. \yar, of .great ,expenfe 
and feveral years duration. , . y 

The melting down the plate of, private families , 
has upon c/very occafion been found a flill more 
infignificant one. The French, in the beginning 
of the laft war, did not derive fo. much advantage 
from this expedient as. to compen fate .the lofe of 
the fafliion, ir •. r • . . .. • 

The accumulated treafures of the prince have , in 
former times, afforded a much greater and more 
lafting refource. In the prefen t times, if yop except 
the king of Pruflia, to accpmulate treafure feem$ to 
be no part of the . policy of European princes.!* , ^ 

. The funds, which maintained the foreign war^ 
of the pr^fent century, /the moft expen five .per- 
haps vvhich, ^hiftory' records , f feem to haye had 
little dependency upon th© exportation either of 
the circulating money,, or of the.plate of private 
families, pr of the treafure ,of the prince.. The 
laft French , war. cpft Great. Britain upwards, of 
ninety millions, including not .only the feventy- 
five .millions of new debt that, was* con trailed, 
but the additional two {hillings in the pound 
land tax, and what was annually borrowed of the 
finking fund. More than ,t worth irds of this exr 
penfe were laid put in diftant. countries in, Ger- 
many, Portugal, America; in the ports of the 
Mediterranean, in the.Eaft and Weft Indies. The 
kings of England had no accumula(;ed treafure. 
We never heard of any extraordinary, quantity of ^ 
plate_ being melted down. The circulating-s gold 
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and filver of the country had not been fuppofed 
to exceed eighteen millions. Since the late reeoinage 
of the gold , however, it is believed to have been 
a good deal under-rated. Let us fuppofe , therefore, 
according to the moft exaggerated computation 
which I remember to have either feen or heard of, 
that, gold and filver together, it amounted to 
thirty millions. Had the war been carried on , by 
means of our money, the whole of it muft, even 
according to this computation , have been feht out 
jfnd returned again at leaf! twice , in a period of 
between fix and feven years. Should this be fup- 
pofed, it would afford the moft deci five argument 
to demonftrate how unneceffary it is for government 
to watch over the prefervation of 'money, fmce 
upon this fuppofition the whole money of the coun- 
try muft have gone from it and returned to it 'again, 
two different times in fo Abort a period, without 
any body s knowing any thing of the matter. The 
channel of circulation', however, never appeared 
more empty than ufual during any part of this 
period. Few people wanted money who had 
wherewithal to pay for it. ' The profits of foreign 
trade , indeed ,’ were greater than ufual during 
the whole war, but efpecially towards the end 
of it. This oecafioned , what it always occa- 
fions, a general over-trading in all the ports of 
Great Britain and ' this again oecafioned the 
tifual complaint of the fcarcity of money , which 
always follows over- trading. Many people want- 
ed it, who had neither wherewithal to buy it, 
nor credit to borrow it) and becaufe the debtors. 
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found it difBcult to borrow , the creditors found it 
diflicult to get payment. Gold and filver, however^ 
were generally to be had for their value, by thofe 
who had that value to give for thetn. 

The enormous expenfe of the late war, there* 
fore , muft have been chiefly defrayed , not by 
the exportation of gold and filver , but by that 
of Britifli commodities of fome kind or other. 
When the government , or thofe who afled under 
them , contraded with a merchant for a remit- 
tance to fome foreign country, he would natu- 
rally endeavour to pay his foreign Correfpondent, 
upon whom he had granted a bill, by fending 
abroad rather commodities than gold and filver. 
If the commodities of Great Britain were not in 
demand in that country , he would endeavour to 
fend them to fome other country, in which he 
could purchafe a bill upon that country. The 
tranfportation of commodities, when properly 
fuited to the market, is always attended with a 
confiderable profit; whereas that of gold ami 
filver is fcarce ever attended with any. When 
thofe metals are fent abroad in order to purchafe 
foreign commodities, the merchant’s profit arifes, 
not from the purchafe, but from the fale of the 
returns. But when they are fent abroad merely 
to pay a debt, he gets no returns, and confe- 
quently no profit. He naturally, therefore, 
exerts his invention to find out a way of paying 
his foreign ‘debts , rather by the exportation of 
commodities than by that of gold and filver. 
The great quantity of Britifli goods exported 


Digitized by Google 



THE NATURE AND CAUSES OF 

during the courfe of the late war, without bringing 
back any returns , is accordingly remarked by the 
'author of The Prefent State of tlie Nation. 

Befides the three forts of gold and filver above- 
laientioned, there is in all great commercial 
countries a good deal of bullion alternately im- 
ported and exported for the purpofes of foreign 
trade. This bullion, as it circulates among 
different commercial countries in the fame man- 
ner as the national coin circulates in every par- 
ticular country, may be confidered as the money 
of the great mercantile republic. The national 
coin receives its movement and dire^lion from 
the commodities circulated within tlie precimfis 
of each particular country: the money of the 
fnercantile republic , from thofe circulated be- 
tween different countries. Both are employed 
in facilitating exchanges , the one bet\veen differ- 
ent individuals of the fame , the other between 
thofe of different nations. Part of this money 
of the great mercantile republic may have been, 
and probably was, employed in carrying on the 
late war. In time of a general war , it is natural 
to fuppofe that a movement and diredlion lliould 
be impreffed upon it, different from what it 
nfually follows iii profound peace; that it fliould 
circulate more about the feat of the war, and be 
more employed in purchafing there, and in the 
neighbouring countries, the pay and provifions 
of the ^different armies. But whatever part of 
this money of the mercantile republic, Great 
Britain may have annually ehiployeti iu this 
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minner , it mull have’ been annually purchafed, 

either with Britifli commodities, or with fome» 

thing elfe that had been purchafed with them ; 

which'ftill brings us back to commodities, to the 

annual produce of the land and labor of the 

country , as the ultimate refourees which enabled 

us to carry on the war. It is natural indeed td 

fuppofe, that fo great ah annual expenfe mull 

have been defrayed from a great annual produce. 

The eXpenfe of 1761 , for example, amounted to 

more than nineteen millions. No accumulation 
• » 

could have fupported fo great an annual profu- 
fion. There is no annual produce even of gold 
and filver which could have fiipported it. '^The 
whole gold and filver annually^* hapdrted! Into 
both Spain and Portugal / according to the^ bell 
accounts , does not 'Commonly much^ekceed fix 
millions herling, which, -in fome years, would fcarce 
have paid four months expenfe of the late war. ‘ 
The commodities moll proper for being tranP- 
ported to diftant countries, in order to purchafe 
there, either the pay and provifions of an army , 
or fome part of the mbney of the nieicantile re- 
public to be employed ill purchafiilgl them^i 
feem to be the finer and more improved^'rtaanui' 
failures ; fuch as contain a great Value in a fmall 
bulk,' and can, therefore, be exported to a great 
diftance at little expenfe. A country w hdfe iridollry 
produces a great annual furplus of fuch mailufec- 
tures, which are ufually exported to foreign c<Wn- 
tries , may carry on for many years a very’ ex^ 
penfive foreign war', without either exporting aiiy^ 
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confi.derable quantity of gold and filver , or evert 
having any fuch quantity to export. A confiderable 
part of the annual furplus of its manufa£lures 
anuft, indeed, in this cafe be exported, without 
bringing back any returns to the country , though 
it does to the merchant; the government purchafing 
of the merchant his bills upon foreign countries, in 
order to purchale there the pay and provifions of 
an army. Some part of this furplus, however* 
may ftill continue tq bring back a return. The 
manufaflurers , during the war, will have a double 
demand upon them, and be called iipbUj hrft, 
to work up goods to be fent abroad , for paying 
the bills drawn upon foreign countries for the pay 
and provifions of the army; and, fecortdly, to 
work up fuch as are neceffary for purchafing the 
common returns that had ufually been confumed 
in the country. In tJie midft of the moft deftruflive 
foreign war, therefore, the greater part of manu* 
failures may frequently houriHi greatly ; and , on 
the contrary, they may decline on the return of 
the peace. They may flourifli amidit the ruin of 
their country, and begin to decay upon the return 
of its profperity. The different ftate of many 
different branches of the Britifli manufailures 
during the late war, and for fome time after the 
peace, may ferve as an illuffration of what has 
been juft now faid. 

No foreign war of great expenfe or duration 
could conveniently be carried on by the exporta- 
tion of the rude produce of the foil. The 
pxpenfe of fending fuch a quantity of it to a 

foreign 
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foreign country as might purchafe tile pay and 
provilions of an army , would be too great. Few 
countries too produce much more rude produce 
than what is fufficient for the fubfiftence of their 
ou»n inhabitants. To fend abroad any great quantity 
of it , therefore , would be to fend abroad a part of 
the neceffary fubfiftence of the people. • It is other- 
wife with the exportation of manufadlures. The 
maintenance of the people employed in them is 
kept at home, and only the furplus part of their 
work is exported. Mr. Hume frequently takes 
notice -of the inability of the ancient kings of 
England to carry on , without interruption , any 
foreign war of lofg duration. The Englilh, in 
tholie days , had nothing wherewithal to purchafe 
the pay and provifions of their aiinies in foreign 
countries , but either the rude produce of their foil , 
of which no confiderable part could be fpared from 
the home confumption , or a few manufaflures of 
the coarfeft kind , of which ^ as well as of the rude 
produce, thetranfportationwastooexpenfive. This 
inability did notarife from the want of money, but 
of the finer and more improved manufailures. 
Buying and felling was tranfa£led by means of 
money in' England then, as wall as now. The 
quantity of circulating money m«fl: have borne 
the fame proportion to the number and value of 
purchafes and fales ufually tranfa^fed at that 
time, which it does to thofe tranfadled at prefentj 
or rather it muft have borne a greater proportion^' 
becaufe there was then no paper , which now 
occupies a great part of the employment of 'gold 
oj N. 17 
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and filver. Among nations to whom commerce and 
manufa<^ures are little known , the fovereign , upon 
extraordinary occafions, can feldom draw, any 
confiderable aid from his fubje^ls, for reafons which 
fliall be explained hereafter. It is in fuch countries, 
therefore , that he generally endeavours to accu- 
mulate a treafure , as the only refource againd fuch 
emergencies. Independent of this necefTuy , he is in 
fuch a fituation naturally difpofed to the pariimony 
requifite for accumulation. In that Ample date, the 
expenfe even of a fovereign is not directed by the 
vanity which delights in the gaudy finery -of a 
court, but is employed in bounty to his tenants, 
and hofpitality to his retainers.. But bounty and 
hofpitality very feldom lead to extravagance; 
though vanity almod always does. Every Tartar 
chief accordingly , has a treafure. The treafures of 
Mazepa, chief of the Codacs in the Ukraine, 
the famous ally of Charles the Xllth, arefaid to 
have been very great. The French kings of the 
Merovingian race had all treafures. When they 
divided their kingdom among their different 
children , they divided their treafure too. The 
Saxon princes , and the fird kings after the con- 
qned , feem likfwife to have accumulated trea- 
fures. The firfjt exploit of every new reign was 
commonly to feize the treafure of the preceding 
king, as the mod effential meafure for fecuring 
the fucceffton. The fovereigns of improved and 
commercial countries are not under the fame necef- 
fity of accumulating treafures , becaufe they can 
generally draw from their fubjeds extraordinary 
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aids npon extraordinary occafions. They are 
likewife lefs drlpoled to do fo. They naturally ^ 
perhaps neceffarily, follow the mode of the times., 
and their expenfe comes to he regulated by the 
Ikme extravagant vanity which directs that of all 
the other great proprietors in their dominions* 
The infignilicant pageantry of their court becomes . 
every day more brilliant, and the expenfe of it not 
only prevents accumulation, but frequently en- 
croaches upon the funds dellined for more neceC* 
fary expenfes. What Dercyllidas faid of the court of 
Perfia , may be applied to that of feveral European 
princes, that he faw there much fplendor but little^ 
llrength , and many fervants but few foldiers. 

The importation of gold and filver is not the 
principal , much lefs the foie benefit which a 
nation derives from its foreign trade. Between 
whatever places foreign trade is carried on , they 
all of theni derive two diftinfl benefits from it. 

It carries out tliat furplus part of the produce of 
‘ their land and labor for which there is no 
demand among them , and brings back in return 
for it fomething elfe for which there is a demand. 

It gives a value to their fuperfluities , by ex- 
clianging them for fomething elfe , which may 
fatisfy a part of their wants , and increafe their 
enjoyments. By means of it, the narrownefs of 
the home market does not hinder the divifion of • 
labor in any particular branch of art or manu- 
faflurc ' from being carried to the higheft per- 
fefliqn. By opening a more extenfive market • 
for W'hatever part of the produce of their labot 
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may exceed the home confumption , it encourages 
them to improve its produdive powers and to 
augment its annual, produce to the utmoft, and 
thereby to increafe the real revenue and wealth of 
the fociety. Thefe great and important I’ervices 
foreign trade is continually occupied in performing, 
to all the different countries between which it is 
carried on. They' all derive great benefit from it, 
though that in which the merchant rdides generally 
derives the greateft , as he is generally more em- 
ployed in fupplying the wants, and carrying out 
the fuperfluities of his own , than of any other 
particular country. To import the gold and filver 
which may be wanted, into the countries which . 
have no mines , is , no doubt , a part of the bufinefs 
of foreign commerce. It is, how'ever, a mofl 
infignificant part of it. A country which carried 
on foreign trade merely upon this account, could 
fcarce have occafion to freight a Hiip in a century.* 

It is not by the importation of gold and lilver, 
that the ‘ difcovery of America has enriched 
Europe. By the abundance of the American* 
mines, thofe metals have become cheaper. A‘ 
fervice of plate can now be purchafed for about 
a third part of the corn, or a third part of the 
labor, which it would have coff in the fifteenth 
century. With the fame annual expenfe of la- 
. bor and commodities, Europe can annually 
purchafe about three times the quantity of plate 
which it could have purchafed at that time. 

• But when a commodity comes to be fold for a 
third part of what had been its ufual price, not 
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only thofe who purchafed it before can pnrchafe 
tliree times their former cpiantity , but it is 
bronght down to the level of a much greater 
number of purchafers, perhaps to more than ten, 
perhaps to more than twenty times the former 
number. So that there may be in Europe atprefent 
not only more than three times , but more than 
twenty or thirty times the quantity of plate which 
would have been in it, even in its prefent ftate of 
inf>rovement, had the difcovery of the American 
mines never been made. So far Europe has, no 
doubt, gained a real conveniency, though furely 
a very* trilling one. The cheapnefs of gold and 
filver renders thofe metals rather lefs fit for the 
purpofes of money than they were before. In order 
to make the fame purchafes , we mull load our- 
felves with a greater quantity of them , and carry 
about a lliilling in our pocket were a groat would 
have done before. It is difficult to fay which is . 
molt trifling, this inconveniency , or the oppofite 
conveniency. Neither the one nor the other could 
have made any very effential change in the ftate 
of Europe. The difcovery of America , however, 
certainly made a moft effential one. By opening 
a new and inexhanftible market to all the commq- 
dities of Europe, it gaveoccafion to new divifions 
of labor and improvements of art, which, in the 
narrow circle of the ancient commerce, could 
never. have taken place for want of a market to 
take off the greater part of their produce. The 
produfiive powers of labor were improved, and 
its produce increafed in all the different countries 
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of Europe, and together with it the real revenue 
and wealth of the inhabitants. ' The commodities of 
Europe were almoft all new to America, and 
many of thofe of America were new to Europe. 
Anew fet of exchanges, therefore, began to take 
place which had never been thought of before , 
and which fbould naturally have proved as advan- 
tageous to the new , as it certainly did to the old 
Continent. The favage injuftice of the Europeans 
gendered an event, which ought to have b^n 
heneficial to all , ruinous and deilru£iive to feveral 
of thofe unfortunate countries. 

The difcovery of a paffage to the Eaft Indies , 
by the Cape of Good Hope , which happened 
piuch about the fame time , opened , perhaps , a 
flill more extenfive range to foreign commerce 
than even that of America, notwithflanding the 
greater diflance. There were but two nations 
in America, in any refpefl fnperior to favages, 
and thefe were deftroyed almoft as foon as dif- 
covered. The reft were mere favages. But the 
empires of China, Indoftan , Japan, as well as 
feveral others in the Eaft Indies, without having 
ticher mines of gold or filver , were in every 
other refpeflmuch richer, better cultivated , and 
more advanced in all arts and manufaflures than 
eithet Mexico or Peru , even though we llibuld 
credit, what plainly defervesno credit, the exag- 
gerated .accounts of the Spanifli Writers, con- 
cerning the ancient ftate of thofe empires. But 
rich and civilized nations can always exchange 
to a much greater value with one another , than 
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with ravages and barbarians. Europe, however, 
has hitherto derived much lefs advantage from its 
commerce with the hlaft Indies, than from that 
with America. The Portnguefe monopolized the 
Eaft India trade to themfelves for about a century, 
and it was only indirefliy and through them , that 
the other nations of Europe could either fend out 
or receive any goods from that country. When 
the Dutch, in the beginning of the laft century, 
began to encroach upon them, they veiled their 
whole Eaft India commerce in an exclufive com- 
pany, The Englilh, F rench , Swedes, and Danes, have 
all followed their example, fo that no great nation 
in Europe has ever yet had the benefit of a free 
commerce to theEaftIndies. No other reafon need 
be alfigned why it has never been fo advantageous 
as the trade to America j which , between ahnoft 
every nation of Europe' and its own colonies, is 
free to all its fubje£ls. The exclufive privileges 
of thofe Eaft India companies , their great riches , 
the great favor and profe£lion which thefe have 
procured them from their refpeflivo govern- 
ments, have excited much envyiagaihft them. 
This envy has frequently reprefented their trade 
as altogether pernicious, on account of the great 
quantities oftilver, which it every year exports 
from the countries from which it is carried on. 
The parties concerned have replied, that tlic-ir 
trade, by this continuar exportation of filver, 
might, indeed, tend to empoverifli Europe in 
general, but not the particular country Ifom 
which it was carried on ; becaufe, by the exportation 
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of a part of the returns toother European coutttri^j 
it annually brought home a much greater quantity 
of that metal than it carried out. Both the obje£Uon 
and the reply are founded in the popular notion 
■which I have been jult now examining. It is, 
therefore, unneceffary to fay any thing further 
about either. By the annual exportation offilvet 
to the Eaft Indies , plate is probably fomewhat 
dearer in Europe than it otherwife might have 
been ; I and- coined filver probably purchafes a 
larger quantity both of labor and commodities. 
The former of tliefe two effe^ls is a very'fmall 
lofs, tire latter a very fmall advantage; both too 
infignificant. to deferve any part of the public 
attention. The trade to the Eaft Indies, <• by 
opening a market to the commodities of Europe, 
or , , what cornet nearly -tq sthe fame thing , to the 
gold and ftlver which, is purchafed with thofe 
commodities , muft neceffarily tend to increafe the 
annual produ£lion of European commodities, land 
confequeutly the real wealth and revenue of Eu- 
rope. That ixhas hitherto increafed them fo little, 
is probably owing to the reftraints which it every-' 
where labors under. 

I thought it neceffary, though at the hazard 
of being tedious, to examine at full length this' 
popular notion that wealth i conhfts in money,, 
or in gold and filver. , Money in common lan- 
guage, as I have already obferved, frequently 
iignifics wealth; aijd this ambiguity ofexpreffion 
has rendered thisi popular notion fo familiar to 
US, that even they, who are convinced of its c, 
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abfurdity , are very apt to forget their own princi- 
ples , and in the coiirfe of their reafonings to 
take it for granted as a certain and undeniable 
truth. Some of the beft Englifh writers upon 
commerce fet out \vith obferring, that the wealtli 
of a country confills, not in its gold and filver 
only, but in its lands, houfes, and confumable 
goods- of all different kinds. In the courfe of 
their reafonings, however, the lands, houfes, 
and confumable 'goods feem to flip but of their 
memory , and the ftrain of their argument 
frequently fuppofes that all wealth confifts in 
gold and filver , and that to multiply thofe 
metals is the great obje6f of, national induftry 
and commerce. I 

The t\vo principles being diabliflied , how- 
ever, that wealth confifted in gold and filver, and 
that thofe metals could be brought into a coun- 
try which had no mines only by the balance of 
trade , or by exporting to a greater value than it 
imported; it neceffarily becamethe great obje£l of 
political (Economy to diminilli as much as pofiible 
the importation of foreign goods for home -con- 
fumption , and to increale as much as pofiible the 
exportation of produce of domeflic induflry. Its 
two great engines for enriching the country, 
therefore , were reflraints upon importation , and 
encouragements to exportation. 

The reftvaints upon importation were of two 
kinds. > 

Firft , Reflraints upon the ithportation of fuch 
foreign goods for home-confnmption as could 


Digitized by Google 



566 THE NATUItE AND CAUSES OF 


be produced at home , from whatever country 
they were imported. 

Secondly, Reftraints upon the importation of 
goods of almoft all kinds from thofe particular 
countries with which the balance of trade was 
fuppofed to be difadvantageous. 

Thofe different rellraints confifted fometime# 
in high duties, and fometimes in abfolute pro- 
hibitions. 

Exportation was encouraged fometimes by 
drawbacks, fometimes by bounties , fometimes by 
advantageous treaties of commerce with foreign 
flates, and fometimes by the eflablifhment of 
colonies in diffant countries. 

Drawbacks were given upon two different 
occafions. When the home - manufadures were 
fubje£l to any duty or excife, either the whole 
or a part of it was frequently drawn back upon 
their exportation ; and when foreign goods liable 
to a duty were imported iti order to be ex- 
ported again , either the whole or a part of 
tJiis duty was fometimes given back upon fucli 
exportation. 

Bounties were given for the encouragement 
eit’icr of fome beginning manufai'lures, or of fneh 
forts of induftry of other kinds as were fuppofed 
to defer.ve particular favor. 

By .advantageous treaties of commerce, parti- 
cular privileges were procured in fome foreign 
flate for the goods and merchants of the country,, 
beyond what were granted to thofe of other 
countries. 
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By the eftablifhment of colonies in diftant 
countries, not only particular privileges, but a 
monopoly was frequently procured for the goods 
and merchants of the country which eftablilhed 
them. 

The two forts of reflraints upon importation 
above-mentioned , together with thefe four en- 
couragements to exportation, conAitute the fix 
principal means by which the commercial fyfiem 
propofes to increafe the quantity of gold and filver 
in any country by turning the balance of trade 
in its favor. I {hall confider each of them in a 
particular chapter, and without taking much fur- 
ther notice of their fuppofed tendency to bring 
money into the -country, I fiiall examine chiefly 
what are likely to be the effe£ls of each of them 
upon the annual produce of its induAry. Accord- 
ing as they tend either to increafe or diminiilh 
the value of this annual produce, they muA evi- 
dently tend either to increafe or diminilh the real 
wealth and revenue of the country. 
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C H A P. 1 1. 

Of Rejlraints upon the Importation from fortigh 
Countries of fitch Goods as can be produced 
at ’. Home. 

reftraining, either by high duties, or by 
abfolute prohibition , the importation of fuch 
goods from foreign countries as can be produced 
at home, the monopoly of the home-market is 
more or lefs fecured to the domeftic indudry em- 
ployed in producing them. Thus the prohibition 
of importing either live cattle or fait provifions 
from foreign countries fecures to the graziers of 
Great Britain the monopoly of the home-market 
for butcher’s - meat. The high duties upon the 
importation of corn , which in times of moderate 
plenty amount to a prohibition, give a like advan- 
tage to the growers of that commodity. The pro- 
hibition of the importation of foreign woollens is 
equally favorable to the woollen manufacturers. 
The filk manufacture, though altogether employed 
upon foreign materials, has lately obtained the fame 
advantage. The linen manufacture has not yet ob- 
tained it, but is making great llrides towards it. 
Many other forts of manufacturers have , in the 
fame manner , obtained in Great Britain, either 
altogether , or very nearly a monopoly againft their ' 
countrymen. The variety of goods of which the 
importation into Great Britain is prohibited, 
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either abfolutely , or under certain circumftances, 
greatly exceeds what .can eafily be fufpefled by 
thofe who are not well accjuainted with the laws 
of the cuftorns. , . ‘ • 

* That this monopoly of the home -market fre- 

quently gives great encouragement to that parti- 
cular fpecies of indullry which enjoys it, and 
frequently turns towards that employment a greater 
fhare of both the dabor and flock of the fociety 
than would otherwife have gone to it, cannot be 
doubted. But whether it tends either to increafef 
the general induflry of the fociety , or to give it 
the mofl advantageous dircflion, is not, perhaps, 
altogether fo evident. ' 

* The general induflry of the fociety never can 
exceed what the capital of the fociety can employ. 
As the number of workmen that can be kept iri 
employment by any particular perfon mufl bear 
a certain proportion to his capital, fo the num- 
ber of thofe that can be continually employed by 
all the members of a great fociety , mufl bear a 
certain proportion to the whole* capital of that 
fociety, and never can exceed that proportions 
No regulation of commerce can increafe the quan- 
tity of induflry in any fociety beyond what its 
capital can maintain. It can only divert a part of 
it into a direflion into which it might not otherwife 
have gone; and it is by no means certain that this 
artificial direflion is likely to be more advantageous 
to the . fociety than that into which it would have 
gone of its own accord. 

'“Every individual is continually exerting himfelf 
to find out the mofl advantageous employment 
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for whatever capital he can command. It is his 
own advantage , indeed , and not that of the fociety, 
which he has in view. But the fludy of his own 
advantage naturally , or rather neceffarily leads him 
to prefer that employment which is moR advan- 
tageous to the fociety. 

Firft, every individual endeavours to employ 
his capital as near home as he can, and confe- 
quently as much as he can in the fupport of do- 
meRic induRry , provided always that he can there- 
by obtain the ordinary, or not a great deal leis 
than the ordinary profits of Rock. 

Thus, upon equal or nearly equal profits, every 
wholefale merchant naturally prefers the home- 
trade to the foreign trade of confumption, and 
the foreign trade of confumption , to the carrying 
trade. In the home - trade his capital is never fo 
long out of his fight as it frequently is in the 
foreign trade of confumption. He can know bet- 
ter the charadler and fituation of the perfons 
whom he truRs, and if he ihould happen to be 
deceived , he knows better the laws ©f the coun- 
try from which he muR feek redrefs. In the 
carrying trade, the capital of the merchant is, 
as it were, 'divided between two foreign countries, 
ind no part of it is ever neceffarily brought 
home , or placed under his own immediate view 
and command. The capital which an AmRerdam 
merchant employs in carrying com from. Kce- 
nigfberg to Lilbon, and fruit and wine from 
LiRjon to Ktenigfberg, muR generally be the 
one -half of it at Kceniglberg and the other half 


Digitized by Googl 



THE wealth of NATIONS. 271 

at Lilbon. No *part of it need ev’^er come to 
Amfterdam. The natural refulence of fuch a mer- 
chant fliould either be at Koenigfbeig or Lifbon, 
and it can only befome very particular circumllan- 
ces which can make him prefer the refidence of Am- 
fterdam. Theuneafinefs, however, which he feels 
at being feparated fo far from his capital, generally 
determines him to bring part both of the Koe- 
nigfberg goods which he deftines for the market 
of Lifbon 5 and of the Lifbon goods which he 
deftines for that of Koenigfberg, to Amfterdam: 
and though this neceftarily fubjefls him to a double 
charge of loading and unloading, as well as to 
the payment of fome duties and cuftoms , yet for 
the fake of having fome part of his capital always 
under his own view and command , he willingly 
Ibbmits to this extraordinary' charge ; and it is in this 
manner that every country which has any confi- 
derable fhare of the carrying trade , becomes always 
the emporium, or general market, for the goods 
of all the different countries whofe trade it carries 
on. The merchant, in order to fave a fecond 
loading and unloading, endeavours always to 
lell in the home-market as much of the goods of 
all thofe different countries as he can, and thus, 
fo far as he can , to convert his carrying trade into 
a foreign trade of confumption. A merchant , in the 
lame manner , wlio is engaged in the foreign trade 
of confumption , when he colle£ls goods for foreign 
markets, will always be glad, upon equal or nearly 
equal profits, to fell as great a part of them at home 
as he can. He fives himfelf the rilk and trouble of 
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exportation when , fo far as lie can, he thqs convert* 
Ills foreign trade of-confumption into a home-trade. 
Home is in this manner the centre, if I may fay 
fo , round which the capitals of the inhajaitants 
of every country are continually circulating, and 
towards Avliich they are always tending, though 
by particular caufes they may fometimes be driven 
olF and repelled from it towards more diflant em- 
ployments. But a capital employed in the home- 
trade, it has already been fliown, neceflarily puts 
into motion a greater quantity of domeftic induftry, 
and gives revenue and employment to a greater 
number of the inhabitants of the country, than an 
equal capital employed in the foreign trade of con- 
fumption : and one employed in the trade of con- 
fumption has the fame advantage over an equal 
capital employed in the carrying trade. Upon equal, 
or only nearly equal profits , therefore , every in-^ 
dividual naturally inclines ,to employ his capital 
in the manner in which it is liiely to. afford the 
greatefl fupport to domeftic .induftry , and to 
give revenue and employment to the greatefl 
number jof people of his own country. 

Secondly, every individual who employs his 
capital in the fupport of domeftic induftry , ne- 
celfarily endeavours fo to diredl that induftry , that 
. its produce may be of the great;eft polfible value. 

The produce of induftry is what it adds<to the 
fubjefl or materials upon which it is employed. 
In proportion as thctvalue of this produce is great 
or fimall, fo will likewife be the profits of the 
employer. But it is only for the fake .of profit 

that 
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that any man employs a capital in the fupport cf 
induftry ; and he will always, therefore, endea- 
vour to employ it in the fupport of that induflry 

• of which the produce is likely to be of the greatelt 
value , or tQ exchange for the greateft quantity 
either of money or of other goods. 

But the annual revenue ofevery fociety is always 
precifely equal to the exchangeable value of the 
whole annual produce of its induftry , or rather is 
precifely the fame thing with that exchangeable 
•value. As every individual, therefore, endeavours 
as much as he can both to employ his capital in 
the fupport’of domeftic induftry, and fo to direct 
that induftry that its produce may beof thegreattft 
value ; every individual necelTarily labors to render 
the annual revenue of the fociety as great as he 
can. He generally , indeed , neither intends to 
promote the public intereft , nor knows how much 
he is promoting it. By preferring the fupport of 
domeftic to that of foreign induftry, he intends 
only his own fecurity ; and by diret^ng that in- 
duftry in fuch a manner as its produce may be 
of the greateft value , he intends only his own 
gain , and he is in this , as in many other cafes , 
led by an invifible hand to promote an end which 
was no part of his intention. Nor is it -always 
the worfe for the fociety that it was no part qf it. 

• By purfuing his own intereft- he frequently pro- 
motes that of the fociety more effedually- than 
when he really intends to promote it. .1 ihave 
never known much good dose by thofe who 
affe£Ied to trade for the public ‘good. It is aa 

W. oj N. 2 , i8 
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afTeflatiori) indeed, not very common among 
merchants , and very few words need be employed 
ill diffuading them from it. 

What is the fpecies of domeftic induftry which 
• his capital can employ, and of which the produce 
is likely to be of the greateft value, every indivi- 
dual, it is evident, can, in his local fituation, judge 
much better than any ftatefman or lawgiver can do 
for liim. The ftatefman, who fliould attempt to 
■ direift private people in what manner they ought to 
employ their capitals, would not only load himfelf 
with a mofl unneceffary attention, but alfume an 
authority which could fafely be trufted, not only to 
no fingle perfon, but to no council or fenate what- 
' ever,' and which would no-where be fo dangerous 
as in the hands of a man who had folly and pre- 
'fumption enough to fancy himfelf fit to exercifeit. 

To give the monopoly of the home -market to 
the produce of domeftic induftry, in any parti- 
cular art^or manufa£iure, is in fome meafure to 
direfl' private people in what manner they ought 
‘to employ their capitals, and muft, in almoft all 

• cafes, be^ either a ufelefs or a hurtful regulation. 
If the' produce of domeftic can be brought there 

• as cheap as' that of foreign induftry, the regula- 
tion is evidently ufelefs. If it cannot, it muft 
generally be hurtful. It is the maxim of every 
prudent mafter of a.' family, never to attempt to 
make at home what it will coft him more to make 
than to buy. ' The tayloir does not attempt to 
make his own ihoes, but buys them of the Ihoe- 

• maker. The^flioemaker does not attempt .to 
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nriale his own clothes, but employs a taylbn The 
farmer attempts to make neither the one nor the 
other, but employs thofe different artificers; All 
of them find it for their intereft to employ their 
whole indufiry in a way in which they have fome 
advantage over their neighbours , and to purchafe 
with a part of its produce, or wliat is the fame 
things with the price of a part of it 3 whatever 
elfe they have occafion .for. j * 

What is prudence in tlie conduct of etery private 
family, can fcarce be folly in that of a great king-- 
dom. If a foreign country can fupply us with a 
commodity cheaper than we ourfelves can makfe 
it, better buy it of them' with fomerpar.t of the 
produce of our own induftry, employed in a way 
in which we have fome advantage. The. general 
indullry of the country, being always inpropor-^ 
tion to the capital which employs itj will not thereby 
be diminiihed, no more than that of the abovermen- 
tioned artificers ; but only left to find out the. way 
in which it can be employed with the greateft ad-^ 
vantage.. It is certainly not employed to thegreateft 
advantage, when it is thus direfled towards an 
objefl which it can buy cheaper than it can make; 
The value of its annual produce is certainly more 
or lefs diminifhedj when it is thus turned away 
from producing commodities evidently of more 
value than the comtnodity which it is direfled to 
produce. According to the fuppofition j that com-* 
modity could be purchafed from foreign. countries 
cheaper than it can be made at home. It 
could I therefore , hate been purc\ia(eil with, a 
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part only of the corrmodities, or, what is the 
fame thing, with a part only of the price of the 
commodities, which the induftry employed by an 
equal capital would have produced at home , had 
it been left to follow its natural courfe. The in- 
d uftry of theconntry, therefore, is thus turned away 
fromamore, to a Icfs advantageous employment, 
and the exchangeable value of its annual produce, 
inftead of being increafed, according to the inten- 
tion of the lawgiver, muft neceffarily be diminilhed 
by every fuch regulation. • ' 

By means of fuch regulations , indeed , a par- 
ticular manufaflure may Tometimes be acquired 
fobner than-it could have been- other wife, and 
after a certain time may be made at home as 
cheap or cheaper than in the foreign country. 
But. though the induftry of- the fociety may be 
thus carried- with advantage into a particular 
channel fooner than it could -have been other- 
wife, it will by no means follow that the funi 
total, either of its induftry , or of its revenue, can 
e ver be augmented by any fiicli regulation. The 
induftry of the fociety can augment only in pro-^ 
portion as its capital’ augments, and its capital 
can augment only in* proj>ortion to what can be 
gradually faved out of its revenue. * But the im- 
mediate- effefl of every (uch regulation* is .to di- 
rninifh its revenue , and what diminilhes its reve- 
nue is= certainly not very likely to augment its 
capital fafter than it would have augmented- of 
its own accord, had- both - capital and induftry 
beehdeftto find out their-natural employments. . 
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Though for want of fuch regulations the fo- 
ciety fhould never acquire the propofed manu- 
faflure , it would not , upon that account , necef- 
farily be the poorer in any one period of its 
duration. In every period of its duration its 
whole capital and induftry might ftill have been* 
employed , though upon different Qbjefls , in the 
manner that was moft advantageous at the time. 
In every period its revenue might have been the 
greateft which its capital could afford ,* and both* 
capital and revenue might have been augmented 
with the greateft poffible rapidity* * . 

The natural- advantages which one country has 
' over another in producing particular commodities 
are fometimes fo great, that it is acknowledged' 
by all the world to be in vain to ftruggle with* 
them. By means of glaffes, hotbeds, and hot^ 
walls, very good grapes can be raifed in Scot- 
land , and very good wine too can be made of 
them at about thirty times the expenfe for which 
at leaft equally good can be brought from fo- 
reign countries. Would it he a reafonable law 
to prohibit the importation of all foreign wines, 
merely to encourage the making of claret and 
burgundy in Scotland ? But if there would be 
a manifeft abfurdity in turning towards any em- 
ployment, thirty times more of the capital and 
induftry of the country , than would be neceffary 
to purchafe from foreign countries an equal 
quantity of the commodities wanted, there-muft 
be an abfurdity , though not altogether fo gla-f 
ring, yet exadlly of the fame kind, in tujcuiag 


a?8 THE NATURE AND CAUSES OF 


towards any fuch employment a thirtieth , or 
even a three hundredth part more of either.' 
Whether the advantages which one country has 
over another , be natural or acquired , is in this 
refpefl of no confequence. As long as the one 
country has thofe advantages , and the other wants 
them, it will always be more advantageous for 
the latter,- rather to buy of the former than to 
make. It is an acquired advantage only, which 
one artificer has over his neighbour, whoexercifes 
another trade ; and yet they both find it more 
advantageous to buy of one another, than to make' 
what does not belong to their particular trades. 

Merchants and manufa£lurers are the people 
who derive the greateft advantage from this mo- 
nopoly of the home-market. The prohibition of 
the importation of foreign cattle, and of fait 
provifions , together with the high duties upon 
foreign corn , which in times of moderate plenty 
amount to a prohibition, are not near fo advan- 
tageous to the graziers and farmers of Great 
Britain , as other regulations of the fame kind 
are to its merchants and manufaclurers. Manu- 
faflures , thofe of the finer kind efpecially , are 
more eafily tranfported from one country to 
another than corn or cattle. It is in the fetching 
and carrying manufoilures , accordingly, that 
foreign trade is chiefly employed. In manu- 
fi£lures, a very fmall advantage will enable fo- 
reigners to underfell our own workmen , even in 
the home market. It Avill require a very great 
one to enable them to do fo in the rude produce 
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of the foil. If' the free importation of foreign 
manufadiures were permitted, feveral of the home 
manufaflures would probably fuffer, and fome of 
them, perhaps, go to ruin altogether, andacon- 
fiderable part of the flock and induftry at prefcnt 
employed in them , would be forced to find out 
fome otheremployment. But the freefi importa«>r 
tioB of the rude produce of the foil could have 
no fuch effe£l upon the agriculture of the country. 

If the importation of foreign cattle, for ex- 
ample , were made eyer fo free , fo few could be 
imported, that the grazing trade of Great Bri- 
tain could be little affedled by it. Live cattle 
are; perhaps, the only commodity of which the 
tranfportation is more expenfive by fea than by 
land. By land they carry themfelves to market. 
By fea, not only the cattle, but their food and 
their water too , muft be carried at no fmall 
expenfe and inconveniency. The fhort fea be- 
tween Ireland and Great Britain, indeed, renders 
the importation of Irifii cattle more eafy\ But 
though :he free importation of them, which was 
lately permitted only for a limited time , were 
rendered perpetual, it could have no confider- 
able efe£l upon the intereft of the graziers of 
Great Britain. Thofe parts of Great Britain: 
which border upon the Irilh fea are all grazing 
count ies. Irifli cattle could never be imported 
for th?ir ufe, but mtifl be drove through thofe, 
very extenfive counties, at no fmall expenfe and- 
incoiveniency , before they could arrive at their, 
proper market. Fat cattle could not be drove 
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fo far. Lean cattle , therefore , only could be im- 
ported , and fuch importation could interfere^ not 
w ith the intereft of the feeding or fattening coun- 
tries , to which , by reducing the price of lean 
cittle , it would rather be advantageous , but 
with that of the breeding countries only. The 
fjnall number of Irifli cattle imported fince their 
importation was permitted, together with the good 
price at which lean cattle ftitl continue to fell , 
feem to demonftrate that even the breeding coun- 
tries of Great Britain are never likely to be much 
affe£led by the free importation of Irifh cattle. 
The common people of Ireland, indeed, are faid 
to have fometimes oppofed with violence the ex- 
portation of their cattle. But if the exporters had 
found any great advantage in conthuing the 
trade; they coiild eafily, when the law was on 
their fide, have coiKjuered this mobbifli cppofidon.* 
Feeding and fattening countries, befides, muft 
always be highly improved , whereas breeding 
countries are generally uncultivated. The high 
price of lean cattle j .by augmenting the value of 
uncultivated land, is like a bounty aganfl im- 
provement. To any country which was highly 
improved throughout, it would be more advan- 
tageous to import its lean cattle than to breed 
"them. The province of Holland, accordngly,* 
is faid to follow this maxim at prefent. The 
rnountains of Scotland , Wales , and Northum- 
berland , indeed , are countries not capaW.e of 
much improvement, and feem deftined by nature 
to be^ the breeding countries of Great Britiin. 
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The freeft importation of foreign cattle could have 
no other effefl than to hinder thofe breeding coun- 
tries from taking advantage of the increafing popu- 
lation and improvementofthe reft of the kingdom, 
from railing their price to an exorbitant height, 
nnd from laying a real tax upon all the more 
improved and cultivated parts of the country. 

The freeft importation of fait provihons, in 
the fame manner, could have as little effefl upon 
the intereft of the graziers of Great Britain as- 
that of live cattle. Salt provihons are not only 
a very bulky commodity , but when compared 
with frefh meat, they are a commodity both of 
worfe quality , and as they coft more labor and 
expenfe, of higher price. They could never, 
therefore, come into competition with the frelh 
meat, though they might with the fait proviftons 
of the country. They might be ufed for viilual- 
ling fliips for diftant voyages, and fuch like ufes, 
but could never make any confiderable part of the 
food of the people. The fmall quantity of fait 
provihons imported from Ireland fin ce their im- 
portation was rendered free, is an experimental 
proof that our graziers have nothing to appre- 
hend from it. It does not appear that the price 
of butcher Vmeat has ever been fenlibly affe<fted 
by it. 

Even the free importation of foreign corn could 
very little affe£l the intereft of the formers of (ireat 
Britain. Corn is. a much more bulky commodity 
than buteher*s-m^at. A pound of wheat at a penny 
is as dear as a pound of butchei Vmeat at fourpence. 
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The frnall quriniity of foreign corn imported even* 
in times of the greateft fcarcity, may fatisfy our 
farmers tliat they can have nothing to fear from 
the freefl importation. The average quantity im- 
ported, one year with another, amounts only, ac- 
cording to the very well informed author of the 
trails upon the corn trade , to twenty- three-thou- 
fand feven hundred and twenty-eight quarters of 
all forts of grain, and does not exceed the live hun- 
dreth and feventy-one part of the annual con- 
fumption. But as the bounty upon corn occa- 
fions a greater exportation in years of plenty , 
fo it muft of confequence occafion a greater 
importation in years of fcarcity, than in the 
aflual Rate of tillage would otherwife take 
place. By means of it, .the plenty of one year 
does not cotnpenfate the fcarcity of another, and 
as the average quantity exported is neceffarily 
augmented by it , fo muft likewife , in the aflual 
ftate of tillage, the average quantity imported. 
If there were no. bounty , as lefs corn would be 
exported, fo it is probable that, one year with 
another, lefs would be imported than at prefent. 
The corn merchants , the fetchers and carriers of 
corn between Great Britain and foreign countries, 
^vould liave much lefs employment , and might 
fuffer confiderably ; but the country gentlemen 
and farmers could fuffer very little. It is in the 
corn merchants accordingly, rather than in the 
country gentlemen and farmers^, that I have ob-r 
ferved the greateft an^ti^ty fpr.4be renewal and 
continuatipn of the bounty. ; ^ 
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Country gentlemen and farmers are, to their 
great honor , of all people , the leaft fubje£l to the 
wretched fpirit of monopoly. The undertaker of a’ 
great manufaflory is fometimes alarmed if another 
work of the fame kind is eftablifhed within twenty 
miles of him. The Dutch undertaker of the woollen 
manufa^lure at Abbeville ftipulated , that no work 
of the fame kind Hiould be eftablifhed within thirty 
leagues ofthat city. Farmers andcountry gentlemen, 
on the contrary, are generally difpofed rather to 
promote than to obftruft the cultivation and im- 
provement of their neighbours’ farms and eftatc;;. 
They have no fecrets , fuch as thofe of the greater 
part of manufaflurers, but are generally rather fon d 
of communicating to their neighbours, and of 
extending as far as poffible any new praflice 
which they have found to be advantageous.' 
Pius OueJluSy fays o\d Cato, JiabiliJ/imu/que , mi- 
nimeque invidiofus ; minimeque male cogitantes funt, 
qui in co Jludio ocr.npati fttnt. Country gentlemen 
and farmers, difperfed in different parts of the 
country, cannot fo eafily combine as merchants 
and manufacturers , who being colleCled into 
towns , and accuftomed to that exclufive corpo- 
ration fpirit which prevails in them , naturally 
endeavour to obtain againft all their countrymen, 
the fame exclulive privilege which they generally 
poffefs againft the inhabitants of their refpeCtive 
towns. They accordingly feem to have been 
the original inventors of thofe reftraints upon ihe 
importation of foreign goods which fecure to 
them the monopoly of the home-market. It was. 
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probably in imitation of them , and to put them- 
felves upon a level with thofe who , they found , 
were difpofed to opprefs them, that the country 
gentlemen and farmers of Great Britain fo Yar 
forgot the generofity which is natural to their 
Ration , as to demand the exclufive privilege of 
fupplying their countrymen with corn and but- 
cher s-meat. They did not perhaps take time to 
confider, how much lefs their intereft could be 
affe£led by the freedom of trade, than that of the 
people whofe example they followed. 

To prohibit by a perpetual law the importa- 
tion of foreign corn and cattle, is in reality to 
ena£l, that the population and induftry of the 
country fhall at no time exceed what tlie rude 
produce of its own foil can maintain. 

There feem, however, to be two cafes in which 
it will generally be advantageous to lay fome 
burden upon foreign, for the encouragement of 
domeftic induftry. 

The firftis, when fome particular fort of in- 
dultry is neceflary for the defence of the country. 
The defence of Great Britain , for example , de- 
pends very much upon the number of its failors 
and (hipping. The a<f!l of navigation, therefore, 
very properly endeavours to give the failors and 
(hipping of Great Britain the monopoly of the 
trade of their own country , in fome cafes , by 
abfolute prohibitions, and in others by heavy 
burdens upon the (hipping of foreign countries. 
The following are the principal difpoli lions of 
this adl. 
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Firft , all lliips , of which the owners , maf- 
ters , and three -fourths of the mariners are not 
Britifli fubje6ls, are prohibited, upon pain of 
forfeiting fliip and cargo , from trading to the 
Britifli fettlements and jilantations , or from 
being employed in th^ coafling trade of Great 
Britain. 

Secondly , a great variety of the moft bulky 
articles of importation can be brought into Great 
Britain only , either in fuch fhips as are above 
defcribed , or in fliips of the country where thofe 
goods are produced , and of whidi the owners , 
mafters, and three- fourths of the mariners, are 
of that particular country; and when imported 
even in fliips of this latter kind , they are fubjeft 
to double aliens’ duty. If imported in fliips of 
any other country, the penalty is forfeiture of 
fhip and goods. When this a<Q was made, the 
Dutch were, what they flill are, the great car- 
riers of Europe , and by this regulation they were 
entirely excluded from being the carriers to Great 
Britain , or from importing to us the goods of any 
other European country. 

Thirdly , a great variety of the moft bulky 
articles of importation are prohibited from being 
imported, even in Britifli fliips, from any coun- 
try but that in which they are produced ; under 
pain of forfeiting fliip and cargo. This regula- 
tion too was probably intended againft the 
Dutch. Holland was then, as now, the great 
emporium for all European goods, and by this 
regulation , ^ BritUh fliips were hindered from 
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loading in Holland the goods of any other Euro- 
pean country. 

Fourthly, fait fifli of all kinds, whale-fins, 
whale-bone, oil, and blubber, not caught by 
and cured on board Britilh veflels , when im- 
ported into Great Britaiif , are fubjeiled to double 
aliens’ duty. The Dutch , as they are Bill the 
principal, were then the only hfliers in Europe 
that attempted to fupply foreign nations with fifli. 
By this regulation , a very heavy burden was laid 
upon their fupplying Great Britain. 

When the a£l of navigation was made, though 
England and Holland were not a£lually at war, 
the moft violent animofity fubfifted between the 
two nations. It had begun during the government 
of the long parliament, which firft framed this ad, 
and it broke out foon after in the Dutch wars 
during that of the Protedor and of Charles the 
Second. It is not impoffible, therefore, that fome 
of the regulations of this famous ad may have 
proceeded from national animofity. They are as 
wife, how'ever, as if they had all been didated by 
the moft deliberate wifdom. National animofity 
at tliat particular time aimed at the very fame 
objed which the moft deliberate wifdom would 
liave recommended , the diminution of the naval 
power of Holland , the only naval power which 
could endanger the fecurity of England. 

The ad of navigation is not favorable to foreign 
commerce , or to the growth of that opulence » 
which can arife from it. The intereft of a nation 
in its commercial relations to foreign nations is, 
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like tliat.ofa merclnnt with regard to the different 
people with whom he deals, to buy as cheap and 
to ftll as dear as pollible. But it will be moll likeJy 
to buy cheap, when by the mofl perfeil freedom 
of trade it encourages all nations to bring to it the 
goods wliich it has occafion to purchafe;, and , 
for the fame reafon, it will be moft likely to fell 
dear, when its markets are thus filled with the 
greatell number of buyers. The a£l of navigation , 
it is true, lays no burden upon foreign ftiips that 
come to export the produce of Britifli indiiflry. 
Even the ancient aliens* duty, which ufed to be 
paid upon all goods exported as well as imported , 
has , by feveral fubfequent a 61 s , been taken^ off 
from the greater part of the articles of exportation. 
But if foreigners, either by prohibitions or high 
duties, are hindered from coming, to fell, they 
cannot always afford to come to buy ; becaufe 
coming without a cargo , they mull lofe the freight 
from their own country to Great Britain. By dimi- 
nifhing the number of fellers , therefore , we ne^ 
celfarily diminifli that of buyers , and are thus 
likely not only to buy foreign goods^de^er,), but 
to fell our own cheaper , than if there waf a moro 
perfect freedom of trade. As defence, however, 
is of much more importance than opulence , the 
aft of navigation is, perhaps, the wifeft of. all the 
commercial regulations of England. - , ; > \ 

The fecond cafe, in which it will generally be 
advantageous to lay fome burden upon foreign fpc 
the encouragement of domeflic induft^ , is , when 
foiue tax is impofed^at home upon produce 
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of the latter. In this cafe , it Teems reafonable that 
an equal tax ihould be impofed upon the like pro- 
duce of the former. This would nor give the mono- 
poly of the home market to domeftic induftry, 
nor turn towards a particular employment a greater 
lhare of the ftock and labor of the country , than 
what would naturally go to it. It would only 
hinder any part of what would naturally go to it 
from being turned away by the tax , into a lefs 
natural direilion, and would leave the competition 
between foreign and domeftic induftry , after the 
tax, as nearly as poftible upon the fame footing as 
before it. In Great Britain , when any fuch tax is 
laid upon the produce of domeftic induftry, it is 
ufual at the fame time , in order to ftop the cla- 
morous complaints of our merchants and manufac- 
turers , that they will be underfold at home , to lay 
^ much heavier duty upon the importation of all 
foreign goods of the fame kind. 

This fecond limitation of the freedom of trade 
According to fome people ftiould , upon fome oc- 
cafions, be extended much farther than to th<i 
precife foreign commodities which could come 
into competition with thofe which had been 
taxed at' home. When the necelfaries of life 
have- been taxed in any country , it becomes 
proper, they pretend, to tax not only the like 
necelfaries of life imported from other countries , 
but all forts of foreign goods which can come 
into competition with any thing that is the pro- 
duce ' of domeftic induftry. ■ Subiiltence, they 
fay, becomes neceifartly dearer in confequencd 

of 
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of fuch taxes; and the price of labor muft always 
rife with the price of the laborers* fubfiftence. 
Every commodity, therefore, which is the produce 
•of domeftic induftry , though not immediately 
taxed itfelf, becomes dearer in coniequence of 
■fuch taxes, bccaufe the labor which produces it 
becomes fo. Such taxes, therefore, are really 
•equivalent , they fay , to a tax upon every parti- 
cular commodity produced at home. In order to 
•put domeftic upon the fame footing Vvith foreign 
induftry, therefore, it becomes necefiary, they 
think, to lay fomeduty upon every foreign com- 
modity, equal to this enhancement of the price 
of the home commodities with which ' it can 
:come into competition. - - 

Whether taxes upon the neceffaries of life, fuch 
as thofe in Great Britain upon foap, fait, leather > 
candles, &c* neceffarily raife the price of labor, 
and confequently that of all other commodities, 
•I ftiall confider hereafter , when I come to treat of 
taxes. Suppofing, however, in the mean- time , 
that they have this effefl , and they have it un- 
doubtedly , this general enhancement of the price 
.of all commodities, in confequence of that of 
labor, is a cafe which differs in the two following 
refpeils from that of a particular commodity, of 
which the price was enhanced by a particular tax 
timmediately impofed upon it. 

; Firft, it might always be known with great 
cxaflnefs how far the price of fuch a commodity 
could be enhanced by fuch a . tax *, but how far 
<the general enhancement of th©.4>rice of- labor 
W. of N. a. 19 
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might affeii that of every different commodity 
about which labor was employed, could never 
be known with any tolerable exa£fnefs. It 
would be impoffible , therefore , to proportion 
with any tolerable exadfnefs the tax upon every 
foreign, to this enhancement of the price of every 
home commodity. 

Secondly , taxes upon the neceffaries of life have 
nearly the fame eifed upon the circumflances of 
the people as a poor foil and a bad climate. 
Proviiions are thereby rendered dearer in the fame 
manner as if it required extraordinary labor and 
expenfe to raife them. As in the natural fcarcity 
ariiing from foil and climate, it would be abfurd 
to direct the people in what manner they ought 
to employ their capitals and induftry, fo is it 
likewife in the artificial fcarcity arifing from fucU 
taxes. To be left to accommodate, as well as 
they could , their induffry to their iituation , and 
to find out thofe employments in which , not- 
withRanding their unfavorable circumflances, 
they might have fome advantage either in the 
home or ii;i the foreign market , is what in both 
cafes would evidendy be mofl for their advantage. 
To lay a new tax upon them, becaufe they are < 
already pverburdened with taxes, and. becaufe 
they already pay too dear for the neceffaries of 
life, to make thena likewife pay too dear for the 
greater part of other commodities , is certainly a 
mofl abfurd way of making amends. 

Such taxes, when they have grown up to a 
cer tain height , are a curie equal to the barrennefs 
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of the earth and the inclemency of the heavens ; 
and yet it is in the richelt and moft induflrious 
countries that they have been moft generally im- 
pofed. No other countries could fupport fo great 
a diforder. As the ftrongeft bodies only can live and 
enjoy health, under an unwholefome regimen; 
fo the nations only, that in every fort of induftry 

have the greateft natural and acquired advantages , 
can fubfift and profper under fuch taxes. Holland 
is the country in Europe in which they abound 
moft , and which from peculiar circumftances con- 
tinues to profper , not by means of them , as has 
been moft abfurdly fuppofed , but in fpite of them. 

As there are two cafes in which it will gene- 
rally be advantageous to lay fome burden upon 
foreign, for the encouragement of domeftic in- 
duftry ; fo there are two others in 'which it may 
fometimes be a matter of deliberation; in the 
one, how far it is proper to continue the free 
importation of certain foreign goods ; and in the 
other, how far, or in what manner, it may be 
proper to reftore that free importation after it 
has been for fome time interrupted. 

The cafe in which it may fometimes be a 
matter of deliberation how far it is proper to 
continue the free importation of certain foreign 
goods , is , when fome foreign nation reftrains by 
high duties or prohibitions the importation of 
fome of our manufadlures into their country. 
Revenge in this cafe naturally di<ftates retalia- 
tion , and that we fhould impofe the* like duties 
and prohibitions uppn the importation of fomo 
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or all of their manufaflures into ours. Nations , 
accordingly feldom fail to retaliate in this man- 
ner. The French have been particularly forward 
to favor their own manufaflures by reftraining 
the importation of fuch foreign goods as could 
come into competition with them. In this confifted 
a great part of the policy of Mr. Colbert , who, 
notwithftanding his great abilities , feems in this 
cafe to have been impofed upon by the fophiftry 
of merchants ^and manufailurers, who are always 
demanding a monopoly againft their countrymen; 
It is at prefent the opinion of the moft intelligent 
men in France that his operations of this kind 
have not been beneficial to his country. That 
minifter, by the tarif of 1667 , impofed very high 
duties upon a great number of foreign manu- 
faflures. Upon his refufing to moderate them in 
favor of the Dutch, they in 1671 prohibited the 
importation of the wines, brandies, and mauii- 
fadures of France. The war of 167a feems to 
have been in part occafioned by this commercial 
difpnte. The peace of Nimeguen put an end to 
it in 1678, by moderating fome.of thofe duties in 
favor of the Dutch,, who in confequence took 
off their prohibition. It was about the fame 
time that the French and Englifli began mutually 
. to. opprefs each others, induftry, by the like* 
duties and prohibitions, of which the French, 
however, feem to have fet the firft example.- 
The fpiric of hoflility which has fublifted be-* 
tween the two . nations ever lince, has hitherto* 
hindered them, hrom being moderated on eicher<^ 
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fide. In 1697 the Englilh prohibited the importa- 
tion of bonelacc , the manufaflure of Flanders* 
The government of that country, at that time 
under the dominion of Spain , prohibited in return 
the importation of Englifli woollens.. In *1700, 
the. prohibition of importing bonelace into Eng- 
land , was taken off upon condition that the im- 
portation of Englifli woollens into Flanders flio.uld 
be put on the fame footing as before. 

There may be good policy in retaliations of this 
kind, when there is a probability that they will 
procure the repeal of the high duties or prohibi- 
tions complained of. . The recovery of a great 
foreign market will generally more than coriipenfate 
the tranfitory inconveniency of paying dearer dur- 
ing a fliort time for fome forts of goods. * To judge 
whether fuch retaliations are likely to produce fuch 
an effe£l , does not , perhaps , belong fa much to 
the fcience of a legiflator ,• .whofe deliberations 
ought to be governed by general principles which 
are always the fame , as to theikill of that infidious 
and crafty animal, vulgarly called a flatefman or 
politician, whofe councils are direfled by the mo- 
mentary flu£luations of affairs. When there is no 
. probability that any fuch repeal can be procured ,‘ 
it feems a bad method of compenfating the injury 
done to certain clafles of our people , to do another 
injury ourfelves, not only to thofe claffes, but to ' 
almoft all the other claffes of them. When our 
neighbours prohibit fome manufaflure of ours, - 
we generally prohibit, pot only the fame, for 
that alone would feldom affeflthem confiderably y 
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but feme other manufa£!ure of theirs. This may no 
doubt give encouragement to fome particular daft 
of workmen among ourfelves, and by excluding 
fome of their rivals , may enable them to raife 
their price in the home-market. Thofe workmen , 
however, who fuffered by our neighbours’ prohi- 
bition will not be benefited by ours. On the 
contrary, they and almoft all the other clalfes of 
our citizens will thereby be obliged to pay dearer 
than before for certain goods. Every fuch law , 
therefore , impofes a real tax upon the whole 
country , not in favor of that particular daft of 
workmen who were injured by our neighbours* 
prohibition , but of fome other clafs. 

The cafe in which it may fdmetimes be a 
matter of deliberation, how far, or in what man- 
ner , it is proper to reftore the free importation of 
foreign goods, after it has been for fome time 
'interrupted, is , when particular manufadures, 
by means of high duties or prohibitions upon all 
foreign goods which can come into competition 
with them , have been fo far extended as to em- 
ploy a great multitude of hands. Humanity 
may in this cafe require that the freedom of 
trade fhould be reftored only by flow gradations „ 
and with a good deal of referve and circum- 
fpedion. Were thofe high duties and prohi- 
bitions taken away all at once, cheaper foreign 
goods of the fame kind might be poured fo faft into- 
the home market, as to deprive all at once many 
thoufands of our people of their ordinary employ- 
ment and means of fubfiftence. The diforder 
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which this would occafion might no doubt be 
Very confiderable. It would in all probability, 
however, be much lefs than is commonly ima- 
gined, for the two following reafons: 

Firft, all thofe manufa£lureS, of which any part' 
is commonly exported to other European countries 
without a bounty , could be very little affe 61 ed 
by the freeft importation of foreign goods. Such 
manufa£lures mull be fold as cheap abroad as 
any other foreign goods of the lame quality and- 
kind, and confeqnently mull be fold cheaper at' 
home. They would Hill, therefore, keep poflellion 
of the home market ; and though a capricious' 
man of falhion might fometimes prefer foreign 
wares, merely becaufe they were foreign, tocheaper 
and better goods of the fame kind that were made 
at home, this fplly could, from the nature of' 
things , extend to fo few , that it could make nt> 
fenlible imprellion upon the general employment 
' of the people. But a great p>art of all the different 
branches of our woollen manufaflure , of ouf tan-' 
ncd leather, and of our hard*ware,’ are annually 
exported to other European countries without any 
bounty , and thefe are the manufadures which 
employ the greatell number of hands. The'filk, 
perhaps", is the manufafture which would fuller' 
the moll by this freedom of trade , and after it the- 
linen , though the latter much lefs than the former^ 
.Secondly , though a great number of people- 
fliould, by thus rellbring the freedom of trade ^ 
be thrown all at once out of their ordinary em-- 
ployment and common method of fubliftence , it:' 
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would by no means follow that they would there-, 
by be deprived either of employment or fub-.. 
fiftence. By the reduflion of the army and navy, 
at the end of the late war, more than a hundred, 
thoufand foldiers and feamen , a.number equal to 
what is,. employed in the greateft: manufadfures,. 
were all at once thrown out of their ordinary em-, 
ployment; but, though they no doubt fulfered Tome 
inconveniency , they were not thereby deprived of, 
all employment and fubfiBence. The greater part , 
of the feamen, it is probable, gradually betook 
themfelves to the merchaiU-fervice as they could 
find occafioh , and in the mean time both they and, 
the foldiers were abforbed in the great mafs of, 
the people, and employed in a great variety of, 
occupations. Not only no great convulfion , but 
no fenfible diforder arofe from fo great a change 

in the fituation of more than a hundiigd thoufand, 

‘ 

men , all accufiomed to the ufe of arms , and many . 

of them to rapine and plunder. The number of 

vagrants was fcarce any-where fenfibly increafed 

by it, even the wages of labor were not reduced 

by it in any occupation, fo far as 1 have been able to ^ 

learn,. except in, that of. feamen in themerehant- 

fervice. But if we compare together the habits. 

of a foldier ^and of any fort of manufaflurer , we. 

fhall find that thofe of. the latter do not tend. fo. 

* • * • • , . 

much, to difqualify hin?, from being employed in- 
a new trade , as thofe of the former from being 
employed in any. Themapu fa (Surer has always^ 
been accuflomed. to look for his.fubfiBence from 
bis labor only :.the foldier to.expefl it from his pay.. 


Digitized byGoogie 


THE WEALTH OF NATIONS. 297 

Application and induflry have been familar to 
the onej idlenefs and diflipation to the other. 
But it is furely much eafier to change the direction 
ofinduftry from one fort of labor to another, than 
to turn idlenefs and diflipation to any. To the 
greater part of manufaflures befides, it has already 
been obferved , there are other collateral manufac-’ 
tures of fo fimilar a nature , that a workman can. 
eafily transfer his induflry from one of them to> 
another. The greater part of fuch workmen too 
are occafionally employed in country labor. The: 
flock which employed them in a particular mann- 
fa£lnre before , will flill remain in the country to 
employ an equal number of people in fome other' 
way. The capital of the country remaining the- 
fame , the demand for labor will likewife be the 
fame , or very nearly the fame, though it may be 
exerted in different places and for different occu-; 
pations. Soldiei? and feamen, indeed, when 
difcharged from the king’s fervice, are at liberty 
to exercife any trade , within apy town or place- 
of Great Britain or Ireland. Let the fame natural 
/- liberty of exercifing what fpecies of induflry they 
pleafe, be reflored to all his majefly’s fubje£ls, 
in the fame manner as to foldiers and feamen ; 
that is , break down the exclufive privileges of 
corporations, and repeal theflatute of apprentice- 
fliip , both which are- real encroachments upon 
natural liberty , and add to thefe the repeal of the 
law of fettlements, fo that a poor workman, 
when thrown , out of employment either in one 
trade or in one place, may feek for it in another' 
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trade or in another pldce, without the fear either 
of a profecution or of a removal, and neither ^ 
the public nor individuals will fuffer much more 
from the occafional dilbanding fome particular 
claffes ofmanufadiurers, than from that offoldiers. 
Our manufaftnrers have no doubt great merit 
with their country, but they cannot have more 
than thofe who defend it with their blood, nor 
deferve to be treated with more delicacy. 

To expefl, indeed, that the freedom of trade- 
fhould ever be entirely reftored in Great Britain , 
is as abfurd as toexpedf that an Oceana or Uto- 
pia lliould ever be eftablilhed in it. Not only 
the prejudices of the .public, but what is much 
more unconquerable , the private interefts of 
many individuals; irrefiftibly oppofe it. Were 
the officers of the army to oppofe with the fame 
zeal and unanimity any redudhon in the number 
of forces , with which mafter manofadlurers fet 
themfelves againft every law that is likely to tncreafe 
the number of their rivals in the home market j 
were the former to animate their foldiers, in the 
fame manner as the latter inflame their workmen, 
to attack with violence and outrage the propofers 
of any fnch regulation ; to attempt to reduce the 
army would be as dangerous as it has now 
become to attempt to diminifh in any refpedl the ' 
monopoly which our manufadlurers have obtained 
againfl us. This monopoly has fo much increafed 
the number of fome particular tribes of them, that 
like an over - grown Banding army, they have 
become formidable to the government, and upon* 
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many occafions intimidate the legiftature. The 
member of parliament whofupportsevery propofal 
for ftrengthening this monopoly , is fare to acquire 
not only the reputation of underftanding trade, 
but great popularity and influence with an order 
of men whole numbers and wealth render them 
of great importance. If he oppofes them , on the 
contrary, and ftill more if he has authority enough 
to be able to thwart them , neither the moft ac-' 
knowledged probity , nor the highefl rank , nor 
the greateft public fervices can proteiS him from 
the moft infamous abufe and detraflion , from 
perfonal infults, nor fometimes from real danger , 
arifing from the infolent outrage of furious and 
difappointed monopolifts. . 

The undertaker of a great manufaflure who, 
by the home markets being fuddenly laid open 
to the competition of foreigners, ftiould be obliged 
to abandon his trade , would no doubt fuffer very 
confidcrably. That part of his capital which had 
ufually been employed in purchafing materials and 
in paying his workmen, might, without much 
difficulty, p>erhap8, find another employment. 
But that part of it which was fixed in work- 
houfes, and in the inftruments of trade, could 
fcarce be difpofed of without confiderable lofs. 
The equitable regard, therefore, to his intereft, 
requires that changes of this kind fliould never ho 
introduced fuddenly, but flowly, gradually, and 
after a very long warning. The legiflature, were it 
poffible that its deliberations could be always 
diredled, not by the clamorous importunity of 
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partial intereft* , bnt by an extenfive view of the 
general good, ought upon this very account, 
perhaps, to be particularly careful neither to eftab- 
lifli any new monopolies of this kuid, nor to 
extend further thofe which are already eftabliflred. 
Every fuch regulation introduces fome degree 
of real diforder into the conftitution of the ftate , 
which it will be difficult afterwards to cure 
without occafioning another diforder. 

How far it may be proper to increafe taxes 
upon the importation of foreign goods , in order, 
not to prevent their importation , but to raife a 
revenue for government, I Ihall confider hereafter 
when I come to treat of taxes. Taxes impofed 
with a view to prevent , or even to diminiffi im- 
portation , are evidently ^ deftru£live of the 
revenue of the culloms as of the freedom of trade. 
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CHAP. IIL 

Of the extraordinary Rejlraints upon the importation 
of Goods ofalmofl all kinds^from thofe Countries 
with which the Balance is fuppofed to be difad-* 
vantageous. 


PART I. 

Of the Unreafonablenefs of thofe Reflraints evenupon 
the Principles of the Commercial Syflem, 

TT O lay extraordinary reflraints upon the im- 
portation of goods of almofl all kinds from thofe 
particular countries with which the balance of 
trade is fuppofed to be difadvantageous , is the 
fecond expedient by which the commercial fyftem 
propofes to increafe the quantity of gold and filver. 
Thus in Great Britain , Silefia lawns rhay be im- 
ported for home confumption , upon paying 
certain duties. But French cambrics and lawns 
are prohibited to be imported, except into the. 
port of London , there to be warehoufed for 
exportation. Higher duties areimpofed upon the 
wines of France than upon thofe of Portugal, or 
indeed of any other country. By what is called 
the impofl 1692 , a duty of five-and-twenty per 
cent. , of the rate or value , was laid upon all 
French goods; while the goods of other nations 
were, the greater part of them, fubjefledto much 
lighter duties, feldpm exceeding five per cerit^ 
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The wine, brandy, fait and vinegar of France 
were indeed ex<^ptedj thefe commodities being 
fubjeded to other heavy duties, either by other 
laws, or by particular claufes of the fame law. 
In i6(j6, a fecond duty of twenty-five per cent. , 
the firft not having been thought a fufficient dtf- 
couragement, was impofed upon all Ffench goods, 
except brandy ;• together with a new duty offive- 
and-twenty pounds upon the ton of French wine, 
and another of fifteen pounds upon the ton of 
French vinegar. French goods have never been 
omitted in any of thofe general fubfidies, or 
duties of five per cent. , which have been impofed 
upon all , or the greater part of the goods enu- 
merated in the book of rates. If we count the 
one third and two third fubfidies as making a 
complete fubfidy between them, there have been 
five of thefe general fubfidies; fo that before the 
commencement of the prefen t war feventy-five 
per cent, may be confidered as the loweft duty, 
to which the greater part of the goods of the 
growth, produce, or man ufaflure of France w^ere 
liable. But upon the greater part of goods , thofe 
duties are equivalent to a prohibition. The French 
in their turn have, I believe, treated our goods ' 
and manufaflures juft as hardly; though I am not 
fo well acquainted with the particular hard/hips 
which they have impofed upon them. Thofe 
mutual reftraints have put an end to almoft all 
fair commerce between the two nations , and 
fmugglers are now the principal importers , either 
pf goods into France ^ or of French goods 
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into Great Britain. The principles which I have 
been examining in the foregoing chapter took 
their origin from private intereft and the fpiritof 
monopoly ; thofe which I am going to examine 
in this, from national prejudice and animofity. 
They are, accordingly, as might well be expefled. 
Hill more unreafonable. They are fo , even upon 
the principles of the commercial fyftem. 

Firft, though it were certain that in the cafe 
of a free trade between France and England , for 
example' , the balance would be in favor of 
France , it would by no means follow that fuch 
a trade would be difadvantageous to England,' 
or that the general balance of its whole trade 
would thereby be turned more againll it. If the 
wines of France are better and cheaper than thofe 
of Portugal , or its linens than thofe of Germany, 
it would be more advantageous for Great Bri- 
taind to purchafe both the wine and the foreign 
linen which it had occafion for of France, than 
of Portugal and Germany. Though the value 
of the annual importations from France would 
thereby be greatly augmented , the value of the 
whole annual importations would be diminillied, 
in proportion as the French goods of the fame 
quality were cheaper than thofe of the other two 
countries. This would be the cafe, even upon 
the fuppofition that the whole French goods 
imported were to be confumed in Great Britain. 

But , fecondly , a great part of them might be 
re-exported to other countries, where, being fold 
with profit, they might bring back a return equal 
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in value, perhaps, to the prime coft of the whole 
French goods imported. What has frequently- 
been faid of the Eaft India trade might poflibly 
be true of the French; that though the greater 
part of Ealt India goods were bought with gold 
and filver , the re-exportation of a part of them 
to other countries, brought back more gold and 
filver to that which carried on the trade than the 
prime coaft of the whole amounted to. One of the 
inoft important branches of the Dutch trade, at 
prefent, confifts in the carriage of French goods 
to other European countries. Some part even of 
the French wine drank in Great Britain is clandef- 
tinely imported from Holland and Zealand. Ifthere 
was either a free trade between France and England, 
or if French goods could be imported upon paying 
only the fame duties as thofe of other European 
nations, to be drawn back upon exportation, 
England might have fome fliare of a trade which 
is found fo advantageous to Holland. 

Thirdly, and laflly, there is no certain cri- 
terion by which we can determine on which fide 
what is called the balance between any two coun- 
tries lies, or which of them exports to the great- 
eft value. National prejudice and animofity , 
prompted always by the private interett of parti- 
cular traders, are the principles which generally 
direct our judgment upon all queftions concern- 
ing it. There are two criterions , however , 
which have frequently been appealed to upon 
fuch occafions, the cultom-houfe books and the 
courfe of exchange, The cuftom-houfe books, 

■ I think, 
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i thinic, it ii now generally acktlbwledged , atd 
a very uncertain criterion , otl account of the in- 
accuracy of the valuation at which the greater part 
of goods are rated in them. The courfe of ex** 
change is, perhaps, almoft equally fo»^ 

When the exchange between two placet j fucH 
hs London and Paris, is at par, it is faid to bO 
a fign that the debts due from London to Paris ard 
compenfated by thofe due from Paris to Londoni 
On the contrary, when a premium is paid at 
London for a bill upon Paris , it is faid to be X 
fign that the debts due from London to Paris ard 
not compenfated by thofe due from Paris to London* 
but that a balance in money muft be fent out from 
the latter place; for the riik, trouble* and exa 
penfe of exporting which, the premium is both 
demanded and given. But the ordinary Hate of^ 
debt and credit between thofe two cities muft neJ 
ceffarily be regulated , It is faid , by the ordinary 
courfe of the dealings with one another. When 
neither of them imports from the other to a greater 
amount than it exports to that other , the debts 
and credits of each may compenfate one anotherj 
But when one of them imports from the other to 
a greater value than it exports to that other, the 
former neceffarily becomes indebted to the latter 
in a greater fum than the latter becomes indebted 
to it : the debts and credits of each do not eom^ 
penfate one another, and money muft be fent out 
from that place of which the debts over-balance 
the credits. The ordinary courfe of exchange, 
therefore, being an indication of the ordinary 
W. oj iV, 2, go 
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Rate of debt and credit between two places , mnft 
likewife be an indication of the ordinary courfe 
of their exports and imports, as thefe necelfarily 
regulate that flate^ 

But though the ordinary courfe of exchange 
iliould be allowed to be a fufficient indication of 
the ordinary Itate of debt and credit between any 
two places , it would not from thence follow , that 
the balance' of trade was in favor of that place 
which had the ordinary Bate of debt and credit in 
its favor. The ordinary Bate of debt and credit 
between any two, places is not always entirely re- 
gulated by the ordinary courfe of their dealings 
with one another ; but is often influenced by that 
of the dealings of either with many other places,^ 
If it is ufual, for example, for the merchants of 
England to pay for the goods which they buy of 
Hamburgh , Dantzic , Riga , &c. by bills upon' 
Holland , the ordinary Rate of debt and credit be- 
tween England and Holland will not be regulated 
entirely by the ordinary courfe of the dealings of 
thofe two countries with one another , but will 
be influenced by that of the dealings of England 
with thofe other places. England may be obliged 
to fend out every year money to Holland, though 
its annual exports to that country may exceed 
very much the annual value of its imports from 
thence ; and though what is called the balance of 
trade may be very much in favor of England. 

In the way, befides, in which the par of ex- 
change has hitherto been computed , the ordinary 
epurie of exchange can afford no fufficient ihdicatioa 


THE WEALTH OF NATIONS. ' So? 




that the ordinary Hate of debt and credit is in 
favor of that country which feems to have , or 
which is fiippofed to have, the ordinary cogirfe of 
exchange in its favor : or*, in other words , the 
redrexchange may be, and, in fail, often is fo 
Very different from the computed one, that from, 
the'courfe of the latter no certain conclufion can,, 
upon many occafions, be drawn concerning that 
of the former. ^ " 

‘ V 1 ■ ■ •'I 

^When for a fum of money paid in England, 
containing, according to the ftandard of the Eng- 
lifti mint^ a certain number of ounces of pure filver , 
you receive a bill for a fum of money to be paid 
in France, containing, according to the ftandard 
of the French mirit, an equal number of ounces" 
of pure filVer, exchange is faid to be at par be- 
tween England and France. When you pay more, 
you are fuppofed to give a’premium , and exchange 
is faid to be againft England, in favor of France. 
When you pay lefs, you are fuppofed to get a 
premium, and exchange is faid to be^ againft 
France, and in favor of England. 

But, firft , we cannot always judge of the value 
of the current money of* different countries by% 
the ftandard oF their refpeiftive mints. In fome 
if is more, in others it is lefs worn, dipt, and 
otherwife degenerated from that ftandard. But 
the value of the current coin of every country , 
compared with that of any other country , is in 
proportion'^ not to the quantity of pure filver 
which- it ought to contain, but to that which it; 
adually does contain. Before the reformation of 
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the filver cdin in king William’s time , exchange 
between England and Holland, computed, in the 
ufual manner, according to the Randard of their 
refpeflive mints , ^yas five- and -twenty per cenr.^ 
againR England. But the value of the current coin.^ 
of England, as we learn from M. Lowndes, was 
at that time rather more than five -and -twenty 
per cent, below its flandard value. The real ex- 
change, therefore, may even at that time have 
been in favor of England , notwithftanding the 
computed exchange was fo much againfl it 5 a 
fmaller number of ounces of pure filver , aflually 
paid in England , may have purchafed a bill for a 
greater number of ounces of pure filver to be paid in 
Holland, and the man who was fuppofed to give, 
may in reality have got the premium. The French 
coin was, before the late reformation of the Eng« 
lilh gold coin , much lefs worn than the En^iiOi", 
and was , perhaps , two or three per cent, nearer 
its flandard. If the computed exchange with France, 
therefore, was not more than two or three per 
cent, againft England, the real exchange might 
have been in its favor. Since the reformation of 

I V 

the gold coin , the exchange has been conflantly in. 
favor of England, and againft France. / ^ 
Secondly , in fome countries , the expenfe of 
coinage is defrayed by the government; in others, 
it is defrayed by the private people who carry, 
their bullion to the mint, and the government 
even derives fome revenue from the coinage. In 
England , it is defrayed by the government , and 
if yon carry a pound weight of ftandard filver ta 
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the mint, you get back fixty-two ihilUngs, con- 
taining a pound weight of the like ftandard filver. 
In France, a duty of ‘eight per cent. i8 deduced 
for the coinage , which not only defrays the expenfe 
of it, but affords a fmall revenue to the govern- 
ment. In England, as the coinage cofts nothing, 
the current coin can never be much more valuable 
than the quantity of bullion which it ailually con- 
tains. In France, the workmanfliip, as you pay 
for it, adds to the value, in the fame manner as 
to that of wrought plate. A fum of French money, 
therefore , containing a certain weight of pure 
filver, is more valuable than a fum of Englifli 
money containing an equal weight of pure filver, 
and mull require more bullion , or other commo- 
dities , to purchafe it Though the current coin of 
the two countries, therefore, were equally near 
the llandards of their refpeflive mints , a fum of 
Englifli money could not well purchafe a fum 
of French money, containing an equal number 
of ounces of pure filver, nor confequently a bill 
upon France for fuch a fum. If for fuch a bill 
no more additional money was paid than what 
was fufficient to compenfate the expenfe' of the 
French coinage, the real exchange might be at 
par between the two countries, their debts and 
credits might mutually compenfate one another, 
while the computed exchange was confiderably 
in favor of France. If lels than this was paid, 
the real exchange might be in favor of Eng- 
land , while the computed was in favor of 
France. 
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Thirdly , and laftly > in feme places , ' as at 
Amllerdam^, Hamburgh, Venice, &c. foreign bills 
of exchange are paid in what they call bank money; 
while in others , as at London , Lifbon , Antwerp , 
Leghorn, &c. they are paid in the common cur- 
rency of the country. What is called bank money ^ 
is always of more value than the fame nominal 
fum of common currency. A thoufand guilders ia 
the bank of Amflerdam , for example , are of 
more value than a thoufand guilders of Amfterdam. 
currency. The difference between them is called 
the agio of the bank , which , at Amfterdam , i^ 
generally about five.per cent. Suppofing the cur- 
rent money of the two countries equally near to 
the ftandard of their refpe^liye mints , and that 
the one pays foreign bills in this common currency, 
while the other pays them in bank money , it is 
evident .that the computed exchange may be in 
favor of that which pays in bank money , though 
the real exchange fliould be in favor of that which 
pays in current, money; for the fame realpn that 
the* computed exchange may be in favor of that 
which pays in better money , or in money nearer 
toTts own ftandard, though the real exchange 
(hould be in favor of that which pays in worfe. 
The computed exchange , before the late reform- 
ation of the, gold coin , was| genersdly againfl 
London iwith . Amfterdam , Hamburgh , Venice , 
and, I believe, with all other places which pay 
in what is .called bank money. It will -by no 
means follpw, however, that the real exchange, 
was againft it. Since the reformation of the gold 
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coin, it has been in favor of London even with 
thofe places. The computed exchange has generally 
been in favor of London with Lifbon , Antwerp , 
Leghorn, and, if you except France, I believe, 
with moft other parts of Europe that pay in com- 
mon currency j and it is not improbable that the 
real exchange was fo too. 


Digrejfion concerning Banks > of Depofit ^ particu^ 
larly that of Amfterdam. 

jTT HE currency of a great ftate, fuch as Franca 
or England, generally confifts almoft entirely of its 
own coin. Should this currency, therefore, beat 
any time worn , dipt, or otherwife degraded be- 
low its ftandard value, the ftate by a refornaation 
'of its coin can effedually re-eftabliJlh its currency. 
But the currency of a fmall ftate, fuch as Genoa 
or Hamburgh , can feldom confift altogether in its 
own coin , . but muft be made up , in a great mea- 
fure, of the coins of all the neighbouring ftates 
with which its inhabitants have a continual intec- 
courfe. Such a ftate, therefore , by reforming ita 
coin , will npt always be able to reform its. cur- 
rency. If foreign bills of exchange are paid in this 
currency , the ifncertain value of any fum, of what 

is in its ow.n nature fo uncertain , muft render the 
» * ^ 
exchange always very much againft fuch a ftate 

its currency being , in all foreign ftate? > neceflarily^ 

valued even below what it is worth. , 
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In order to remedy the inconvenience to which 
difadyantageous exchange muft have fubjefted 
their merchants, fuch fmall ftates, when they 
began to attend to the intereft of trade , have fre- 
quently ena£ied^ that foreign bills of exchange of 
^ certain value ilipuld be paid , not in common 
currency , but by an order upon , or by a transfer 
in the books pf a certain bank , eflablifhed upon 
the credit , and under the proteflion of the ftate; 
this bank being alvyays obliged to pay , in good and 
true money, exafliy according to the ftandard of the 
i^ate. The banks of Venice , Genoa, Amfterdamp 
Hamburgh , and Nuremberg, feem to have been 
all originally ehabliilied with this view, though 
forpe of them may have afterwards been made 
fubferyient to pther purppfes. 'The money of 
fnch banks being better than the common cur-i 
rency of the country, neceffarily bore an agio, 
which tyas greater or fmaller , according as the 
currency was fuppofed tp be more or lefs de- 
graded below the ftandard of the ftate. The 
'agio of the hank of Hamburgh, for example 
which is faid to be commonly about fourteen 
per cent, is the fuppofed difference between the 
'gppd ftandard money of the ftate, and the plipt, 
worn> and diminiiheef- currency poured intp it 
from all the neighbouring ftates. 

Before 1609 the great quantity of clipt and 
worn foreign coin, which the extenlive trade of 
Amfterdam brought from all parts of Europe , 
reduced the value of' its currency about nine 
per cent, below that of good money frclh from 
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the mint. Such money ho fobhet appeared than 
it was melted ^own or carried away , as it always ^ 

is in fqch ctrcumlVances. The merchants , with f 

plenty of currency , could not always find afufR« {' 

cient quantity of good money to pay their bills ' 

of exchange; and the value of thofe bills, in * 

fpite of feveral regulations which were made to 
prevent it , became in a great meafure uncertain. 

In order to remedy thefe inconveniencies, a 
bank was eftabliflied in 1609 under the guaranteb 
of the city. This bank received both foreign 
coin, and the light and worn coin of the country 
at its real ihtrinfic value in the good ftandard I 

money of the country, dedufling only fo much , 

as was neceflary for defraying the expenfe^of 
coinage , and the other neceflary expenfe of ma- ' 

nagement. For the value which remained, after 
this fmall dedudion was made, it gave a credit 
in its books. This credit was called bank money, 
which , as it reprefented money exa6Uy according 
to the ftandard of the mint , was always of the 
feme real value , and intrinfically worth more than 
current money. It was at the fame time enafled, 
thatall bills drawn upon or negotiated at Amfterdam 
of the value of fix hundred guilders and upw^urds 
Ihould be paid in bank money , which at once 
took away all uncertainty in the value of thofe 
bills. Every merchant, in confcquence of this 
regulation , was obliged to keep an account with 
the bank in order ‘to pay his foreign hills of 
exchange , ^yhich neceffarily occafioned a certain 
demand for bank money. * - ^ 




Digitized by Google 


3 14 THE NATURE AND CAUSES OF 

Bank money over and above both its intrinfic 
fuperiority to currency, and the additional value 
which this demand neceffarily gives it , haslikewife 
fome other advantages.' It is fecure from hre , rob- 
bery, and other accidents ; thecity of Amfterdam 
is bound for it ; it can be paid away by a limple 
transfer, without the trouble, of counting, or the 
riik of tranfporting it from one place to another. 
In confequence of thofe different advantages, it 
feems from the beginning to have borne an agio, 
and it is generally believed that all the money 
originally depofited in , the bank was allowed to 
remain there, nobody caring to demand payment 
of a debt which he could fell for a .premium in 
the market. By demanding payment of the bank, 
the owner of a bank cmdit would lofe this premium. 
As a {hilling frefli from the mint will buy no more 
goods in. the market than one of our -common 
worn {hillings, fo the good and true money 
which might be brought from the coffers of the 
bank into thofe of a private perfon, 'being mixed 
and confounded with the common currency of 
the country , would be of no more value than 
that currency, from which it could no longer 
be readily diftinguilhed. While it retrained in 
the coffers of the bank , its fuperiority was known 
and afcertained. When it had come,int9 tl^ofe 
of a private perfon , its fuperiority could not well 
be afcertained without more trouble than per- 
haps the difference ,was worth. By beingbrought 
from the coffers of the bank , befides , it loft all 
the other advantages of bank money; its feourity , 
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its eafy and fafe transferability, its ufe in paying 
foreign bills of exchange. Over and above all this , 
it could not be brought from thofe coffers , as it 
will appear by and by, without previoufly paying 
for the keeping, i 

Thofe depofits of coin , or thofe depohts which 
the bank was bound to reftore in coin, conftituted 
the original capital of the bank, or the whole value 
of what was reprefented by what is called bank 
money. At prefent they are fuppofed to conftitute 
but a very fmall part of it. In order to facilitate 
the trade in bullion , the bank has been for thefe 
many years in the pra£fice or giving credit in its 
books upon depofits of gold and filver bullion. 
This credit is generally about five per cent, below, 
the mint price offuch bullion. The bank grants 
at the fame time what is called a recipice or receipt,* 
entitling the perfon who makes the ^pofit , or the 
bearer, to take out the bullion again at any time 
within fix months , upon re - transferring to the 
bank a quantity of bank money equal to that for 
which credit had been given in its books when the 
depoiit was made , and upon paying one-fourth 
per cent, for the keeping, if the depofit was in 
filver; and one- half per cent, if it was in gold; 
but at the fame time declaring, that in default of 
filch payment, and upon the expiration of this 
term, the depofit fhould belong to the bank 
the price at which it had been received , or for 
•\vhich credit had been given in the transfer 
books. What is thus paid for the keeping of the 
depofit may be confidered as a fort of warehoufe 
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rent; and why this warehoiife rent Ihould be fo 
much dearer for gold than for filver, feveral different 
reafons have been afligned. Thefineneft of gold , 
it has been faid , is more difficult to be afcertained 
than thatoffilver. Frauds are mqre eafily prailifed, 
and occafion a greater lofs in the more precious 
metal. Silver, beiidcs, being the flandard metal, the 
Rate, it has been faid, wilhes to encourage more 
the making of depofits of filver than thofe of gold. 

Depofits of bullion are moft commonly made 
when the price is fomewhat lower than ordinary ; 
and they are taken out again when it happens to 
rife. In Holland the market price of bullion is 
generally above the mint price, for the fame 
reafon that it was fo in England before the late 
reformation of the gold coin. The difference is 
laid to be commonly from about fix to fixteen 
Rivers upon the mark , or eight ounces of filver of 
eleven parts fine, and one part alloy. The bank 
price, or the credit which the bank gives for depofits 
of fuch filver (when made in foreigncoin, of which 
the finenels is w*ell known and afcertained , fuch as 
Mexico dollars ), is twenty-two guilders the mark ; 
die mint price is about twenty-three guilders, and 
the market price is from twenty-three guilders fix , 
to twenty-three guilders fixteen Rivers, or from two 
to three per cent, above the mint price’*. The pro- 
portions between the bank price, the mint price , 


♦ The following are the prices at which the bank of Amftcrdam 
at prefent (September, 1775;) receives bullion and coin of dif- 
ferent kinds: . 
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and the market price of gold bullion , are nearly 
the fame. Ap<^rfon can generally fell his receipt for 
ihediiference between the mint price of bullion and 
the market price. A receipt for bullion is almoft 
always worth fomething, and it very feldom happens, 
therefore, that any body fufFers his receipt to expire, 
or allows his bullion to fall to the bank at the price 
at which it had been received, either by not taking 
it out before the end of the fix months , or by neg- 
lefling to pay the orie-fourth or one-half per cent, in 

% 

SILVER. 

' iWexico dollars ) Guilders. 

French crowns > B — 22 per mark 

Englifh filrer coin ) 

Mexico dollars new coin - 21. 10 
Ducatoons 5, 

Rix dollars^- - - - - 2. 8 
- Bar filver containing fine filver 21 per mark, and in 
this proportion down to | fine , on which $ guilders are 
given. 

fine bars, 25 per mark. , ’ 

GOLD. 

. Portugal coin ) 

^insas >B — tip per mark. 

Louis d’ors new \ 

Ditto old ----- ^00 

New ducats - 4 19 gperducat. 

Bar or ingot gold is received in proportion to its finenefs 
compared with the above foreign goldxoin. Upon fine bars 
the bank gives t4o per mark. In general, however, fome- 
thing more is given upon coin of a knowri finenefs , than 
upon gold and filver bars, of which the finenefs cannot bc 
afeeruined but by a procefs of melting and allaying. 
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order to obtain a new receipt for anotherfix raonthsv 
This, however, though It happens feldom, is faid to 
happen fometimes, and more frequently withregard 
to gold , than with regard to filver , on account 
'of the higher warehoufe - rent which is paid for 
the keeping of the more precious metal. 

The perfon who by making a depofit of bul- 
lion ©blains both a bank credit and a receipt^ 
pays his bills of exchange as they become due- 
with his bank credit; and either fells or keeps his 
receipt according as he judges that the price of 
bullion is likely to rife or to fall. The receipt 
and the bank credit feldom keep long together, 
and there is no occalioh that they fhould. The 
perfon who has a receipt, and who wants to take 
out bullion, finds always plenty of bank credits, 
or bank money to buy at the ordinary price; 
and the perfon who has bank moneys and wants 
to take out bullion , finds receipts always in equal 
abundance. 

The owners of bank credits , and the holders 
of receipts , conftitute two different forts of cre- 
ditors againft the bank. The holder of a re- 
ceipt cannot draw out the bullion for which it is 
granted ^ without re-affigning to the bank a fum 
of bank money equal to the price at which the 
bullion had been received. If he has no bank 
money of his own, he muff purchafe it of thofe 
who have it. The owner of bank money cannot 
draw out bullion without producing to the bank 
receipts for the quantity which he wants. If he 
has none of his own , he muft buy them of thofe 
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vvho have them. The holder of a receipt , When 
he purchafes bank money , purchafei the power 
of taking out a quantity of bullion , of which the 
mint price is five per cent, above the bank price. 
The agio of five per cent, therefore, which ha 
commonly pays for it , is paid, notTor an imagi- 
nary , but for a real value.' ' The owner of ban^ 
.money, when he purchafes a receipt, purchaiei 
the power of taking out a quantity of bullion of 
which the market price is commonly from two to 
three per cent; above the mint price. The price 
which he pays for it, therefore , is paid likewife 
for a realValue. The price of the receipt, and the 
price of the bank money,' compound or make up 
between them the full Taltxe or price of the' bullion? 

Upon depofits i of the " toin^ current in' the 
country, the bank grants receipts likewife as well 
as bank credjts ; but thofe receipts are frequently 
of no value , and wilhbring no price in the mar- 
ket. Upon ducatoons,‘ for example, which in 
the currency pafs for three guilders three ftivers 
each , the bank gives a credit of three guilders 
only, or five percent, below their current value.' 
It grants a receipt likewife entitling the bearer 
to take out' the number of ducatoons depofited 
at any time within fix months , upon paying one-' 
•fourth per cent, for the keeping. This receipt 
will frequently bring no price in the market. 
Three guilders bank money generally fell in the 
market for three guilders three llivefs, the full 
vklue of the ducatoons , if they were taken out of 
the bank; and before they can be taken but j 
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one-foutth per cent, mnft be paid for the keeping# 
which would be mere lofs to the holder of the 
receipt. If the agio of the bank, however, fliould 
at any time fall to three per cent, fuch receipts 
might bring fome price in the market# and might 
fell for one and three>fourths per cent. But the agio 
of the bank being rrow generally about five per 
fibt. fuch receipts are frequently allowed to expire# 
or as they exprefs it, to fall to the bank. The 
receipts which are given for depofits of gold ducats 
fall to it yet more frequently , becaufe a higher 
warehoufe^rent, or one-half pet cent^ mull be paid 
for the keeping of them before they can be taken 
out again. The five per cent, which the bank 
gains, when depofits either of coin or bullion 
are allowed to fall to it# tnay be confidered as 
the warehoufe-rent for the perpetual keeping of 
fuch depofits. 

The fum of bank money for which the re- 
ceipts are expired mull be very confiderable. It 
mnft comprehend the whole original capital of 
the bank, which, it is generally fuppofed, has 
been allowed to remain there from the time it 
was firft depofited , nobody caring either to re< 
new his receiptor to take out his depofit# as# 
for the reafons already affigned , neither the one 
nor the Other could be done without lofs. But 
whatever may be the amount of this fum , the 
proportion which it bears to the whole mafs of 
bank money is fuppofed to be very fmall. The 
bank of Amfterdam has for thefe many years 
paft been the great warehoufe of Europe for 

bullion# 
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bullion, for, which the receipts are very feldom' 
allowed to expire, or, as they exprefs it, to fall 
to the bank. Tlie far greater part of the bank 
money, or of the credits upon the books of the 
bank , is fuppofed to have been created , for thefe 
many years paft, by fuch depofits which the 
dealers in bullion are continually both making and 
withdrawing. 

No demand can be . made upon the bank but 
by means of a recipice or receipt. The fmaller 
mafs of bank money , for which the receipts are 
expired , is mixed and confounded with the much 
greater mafs for which they are ftill in force ; fo 
that, though there may be a confiderable fum of 
bank money, for which thereare.no receipts, there 
is no fpecificfum or portion of it, which may not 
at any time be demanded by one. The bank can- 
not be debtor to two perfons for the/fame thing; 
and the owner of bank money who has no receipt, 
cannot demand payment of the bank till he buys 
one. , In ordinary and quiet times , he can find no 
difficulty in getting one to buy at the market price , 
which generally correfponds with the price at which 
}ie can fell the coin or bullion it entitles hin\ to 
take out of the bank. * 

It might be otherwife during a public cala-^ 
. mity ; an invafion , for example , fuch as* that of 
the French in 1672. ^ The owners of bank mo- 
ney being then all eager; to draw it out . of the 
bank^,. in order to have it in their own keeping, 
the demand for receipts might raife their price 
an exorbitant height, The holders of them 
W. of N, SU 21 
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might form extravagant expeiiafioYis , and inftead 
of two or three per cent, demand half the bank 
money for whidi credit had been given upon the 
depofits that the receipts had rerpedively been 
granted for. The enemy , informed of the conflicu- 
tion of the bank, might even buy them up, in order 
to prevent the carrying away of the treafure. In 
fuch emergencies, the bank, it isfuppofed, would 
break through its ordinary rule of making payment 
only to the holders of receipts. The holders of 
receipts, who had no bank money, muft have re- 
ceived within two or three per cent, of the value 
of the depofit for which their refpedive receipts 
had been granted. The bank, therefore, it is faid, 
would in this cafe make no fcrnple of paying, 
cither with money or bullion , the full value of 
what the owners of bank money who could get 
no receipts were credited for in its books ; paying 
at the fame time two or three per cent, to fucli 
holders of receipts as had no bank moneys that 
being the whole value which in this ftate of things 
could jiiftly be fuppofed due to them. 

Even in ordinary and quiet times it is the 
intereft of the holders of receipts to deprefs the 
agio, in order either to buy bank money (and 
eonfequently the bullion, which. their receipts 
would then enable them to take out of the bank) 
fo much cheaper , or to' fell their receipts to 
thofe wlio have bank money , and who want to 
take out bullion,, fo much dearer; the price of 
a receipt being genially equal to the difference 
between the market price ^ of bank moneys and 
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that of the coin orbullion for whichthe receipt had 
been granted. It is the intereft of the owners of 
bank money, on the contrary, to raife tlte agio, 
in order either to fell their bank money fo much 
dearer, or to buy a receipt (b touch cheaper. To 
prevent the ftock -jobbing tricks which thofe op« 
pofite intereAs might fometimes occafion, the bank 
has of late years come to the refolution to fell at 
all times Ibank money for currency j at live per 
cent, agio , ahd to buy it in again at four pet 
cent. agio. In confequence of this refolution, the 
agio can never either rife above five, or fink below 
four per cent, and the proportion between the 
market price of bank and that of current money, 
is kept at all times very near to the proportion 
between their intrmfic values. Before this refolntion 
was taken , the market price of bank money ufed 
fometimes to rife fo high as nine per cent, agio « 
and fometimes to fink fo low as par, according as 
oppofite interefis happened to influence the manrket. 

The bank of Amfterdam profelTes to lend out 
no part of what is depofited with it j but , for 
every guilder for Which it gives credit in its 
books , to keep in its repofitories the value of a 
guilder either in money or bullion. That it 
keeps in its repofitories all the money or bnllion 
■for which there are receipts in force , for which 
it it at all times liable to be called upon , and 
which ^ in reality , is contanttally going from it 
and returning to it again , carniot well be doubts 
ed. But whether it does fo likewifa with regard 
to that part of its capital, for which the receipts 
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are long ago expired, for which in ordinary and 
quiet times it cannot be called upon , and which 
in reality is very likely to remain with it lor ever, 
or as long as the States of the United Provinces 
fubiift, may perhaps appear more uncertain. At - 
Amfterdam, however , no point of faith is better 
ellabliihed than that for every guilder, circulated 
•as bank money, there is a correfpondent guilder 
in gold or filver to be found in the treaTure of the 
bank. The city is guarantee that it Ihould be fo. 
The bank is under the direflion of the lour reign- 
ing burgomafters , who are changed every year. 
Each new fet of burgomafters vifits the treafure, 
compares it with the books, receives it upon oath , 
and delivers it over, with the fame lawful folem- 
nity, to the fet which fucceeds; and in that fober 
and religious country oaths are not yet difre^arded. . 
A rotation of this kind feems alone- a fulhcient 
fecurity againft any praflices which cannot be 
avowed. Amidftall the revolutions which faflion has 
ever occahoned in the, government of Amfterdam, 
the prevailing party has at no time accufed their 
predeceffors of infidelity in the adminiftration of 
the bank. ‘ No accufation could have affefled 
:-niore deeply the reputation and fortune of .the 
difgraced party, and if fuch an accufation could 
have been fupported, we may be allured that it 
would have been brought.' In- 1672 ,’ when the 
-French king was at. Utrecht, the bank of Am- 
-:fterdam paid fo readily: as left no doubt of the 
■fidelity with' which it had obferved its engage- 
aments. "- Some' of' the ' pieces which were then 
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brought from its repofitories appeared to have been 
fcorched with the fire which happened in the town- 
honfe foon alter the bank was eflabliihed. Thofe 
pieces, therefore, muft.have Iain there Irom that 
time. . 1 

What may.be the amonnt of the.treafure in the 
bank, isaqueftion which has long employed the- 
(peculations of the curious. Nothing butconje£iure. 
can be offered concerning it. It is generally reckoned 
that there are about two thoufand people who 
keep accounts with the bank, and allowing them 
to .have, one with another , the value of fifteen, 
hundred pounds Aerling lying upon their refpeflive. 
accounts (a very large allowance), the whole, 
quantity of bank money , and confequently of 
treafure in the bank, will amount to about three 
millions fterling, or at eleven guilders the pound 
fterling , thirty-three millions of guilders ; a great, 
fum , and fiifficient to carry on a very extenfive 
circulation ; but vaftly below the extravagant ideas 
w’hich fome people have formed of this treafure. 

L The city of AmAerdam derives a confiderable 
revenue from the bank. Befides .what may bo 
called the warehoufe rent above mentioned , each, 
perfon, upon firA opening an account with the. 
bank, pays a fee of ten guilders; and for every, 
new account three guilders three Aivers; for 
every transfer two Aivers; and if the transfer is. 
lor lefs than three hundred guilders, fix Aivers., 
in order to difcourage the multiplicity of fmall 
tranfa£lions. The perfon who neglefls to ba- 
lance his account twice in the year forfeitff, 
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^enty-^ve guilders. The perfon who orders ^ 
^ansfer for more than is upon his account, is 
obliged to pay three per cent, for the fum over- 
drawn, and his curder is fet ahde into the bargain, 
The bank is fuppofed too to make a confiderable* 
profit by the fale of the foreign coin or bullion 
which fometimes falls to it by the expiring, of re- 
ceipts, and which is always kept till it can be fold 
with advantage. It makes a profit likewife by 
felling bank money at five per cent, agio , and 
buying it in at four, Thefe different emoluments • 
amount to a good deal more than what is neceC? 
fary for paying the falaries of officers , and‘defray-r' 
ing the expenfe of management, ' What is paid fo|? 
the keeping of bullion upon receipts , is alone fup- 
pofed to amount to a neat annual revenue of be^ 
tween pne hundred and fifty thoufand and two 
hundred thoufand guilders. Public utility, however, 
and not revenue, was the original obje£i of this. 
infiitution. Its objeft was to relieve the merchants 
from the inconvenience of a cHiadvantagebus ex- 
change. The revenue which has arifen from it was 
unforefeen , and may be confidered as accidental, 
But it is now time to return from this long digref- 
fion , into vvhich I have beep infenfibly led in en-. 
deavouring to explain the reafons why the ex- 
change between the countries which pay in what 
is called bank money, and thofe which pay in 
common currency , fhould generally appear to be 
in favor of the former ,, and againft the latter, 
The former pay in a fpecies of money of which 
the intiinfic is alvyays the fame, and exa£Uy 
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agreeable to theftandard of their refpe^Iiveinints ; 
the latter in a fjjecies of money of which the in- 
trinfic value is continually varying, and is almoft 
always more or lei's below that ftai\dard. 


PART. II. 


Of the Unreafonablenefs of ihofi extra0rdmary 
Rcfhaints upon other Principles. 

T 

JLN the foregoing Part of this Chapter I have 
endeavoured tofliow, even upon the principles of 
the commercial fyflcm , how unneceflary it is to 
lay extraordinary reftraints upon the importation 
of goods from thofe countries with which the 
balance of trade is fuppofed to be difadvantageous'. 

Nothing, however, can be more abfurd than 
this whole doflrine of the balance of trade , upon 
which, not only thefe reRraints, but almoft all 
the other regulations of commerce are founded. 
When two places trade with one another, thif 
doflrine fuppofes that, if the balance be even ^ 
neither of them either lofes or gains j but if it 
leans in any degree to one fide , that one of then* 
lofes, and the other gains in proportion to its 
declenfion from the exa£l equilibrium. Both 
fuppofitions are falfe. A trade which is forced 
by means of bounties and monopolies, may be, 
and commonly is difadvantageous to the country 
in whole favor it is meant to be eftablilhed , as 
I fhall endeavour to fliow hereafter. But that 


Digitized by Goog[e 



398 THE NATURE AND CAUSES OF 

trade which , without force or conftraint , is na- 
turally and regularly carried on between any two 
places, is always advantageous, though not al- 
ways equally fo , to both. 

By advantage or gain , I underftand , not the 
increafe of the quantity of gold and filver , but 
that of the exchangeable value of the annual pro- 
duce of the land and labor of the country, or the 
increafe of the annual revenue of its inhabitants. 

If the balance be even , and if the trade be- 
tween the two places conftft altogether in the 
exchange of their native commodities, they will, 
upon moft occafions , not only both gain , but 
they will gain equally , or very near equally j 
each will in this cafe afford a market for a part 
of the furplus produce of the other: each will 
replace a capital which had been employed in 
raif;ng and preparing for the market this part of 
the furplus produce. of the other, and which had 
been diftributed among, and given revenue arid 
maintenance to a certain number of its inhabit- 
ants ■ Some part of the inhabitants of each, there- 
fore, 'will indire£Uy derive their revenue and 
maintenance from the other. As the commodi- 
ties exchanged too are fuppofed to be of equal 
value, fo the two' capitals employed in the trade 
^vill , upon moft occafions, be equal, or very 
nearly equal ; and both being employed in raif- 
ing the native commodities of the two countries, 
the revenue and maintenance which their diftri- 
bution Avill alford to the inhabitants of each will 
be equal, or very nearly equal. This revenue 
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and maintenance, thus mutually afforded, will be 
-greater or fmaller in proportion to the extent of 
their dealings. If thefe fliould annually amount to 
a hundred thoufand pounds , for example , or to 
a million on each fide , each of them Would afford 
an annual revenue in the one cafe , of a hundred 
thoufand pounds , in the other, of a million^ to 
the inhabitants of the other, •> 

’ If their trade fliould beoffuch a nature thatone 
of them exported to the other nothing but native 
commodities , while the returns of that other con- 
fided altogether in foreign goods; the balance, tn 
this cafe, would dill be fuppofed even , commo- 
dities being paid for with commodities. They 
would, in this cafe too, both gain, but they 
would not gain equally ; and the inhabitants of the 
country which exported nothing but native com- 
modities would derive the greated revenue from 
the trade. If England, for example, fliould import ^ 
from France nothing but the native commodities c^' 
that country,, apd, not having fuch comn^odities 
of its own as were in demand there, fliould annually 
repay them by fending thither a large quantity of 
foreign goods, tobacco, we fhall fuppofe, and Ead- 
India goods; this trade, though it would give fome 
revenue to the inhabitants of both countries, would 
give more to thofe of France than -to thofe of 
England. THe w'hole French capital annually 
employed m" it would annually be didributed 
among the people of France. - But that part of the 
Englidi capital only which was.employed in pro- 
ducing the Englifli commodities with which. thofe 
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foreign goods were purchafed , would be annually 
dillributed among the people of England. The 
greater part of it would replace the capitals which 
had been employed in Virginia , Indoftan , and 
China, and which had given revenue and mainte- 
nance to the inhabitants of thofe dihant countries. 
If the capitals were equal, or nearly equal, there- 
fore, this employment of the French capital would 
augment much more the revenue of the people of 
France’, than that of the Englifli capital would the 
revenue of the people of England. France would 
in this cafe carry on a direft foreign trade of 
confumption with England ; whereas England 
would carry on a round-about trade of the fame 
kind with France. The different effefis of a ca- 
pital employed in the dire£f, and of one employed 
in the round-about foreign trade of confumption, 
have already been fully explained. 

There is not, probably, between any two coun- 
tries, a trade which confifts altogether in tlie ex- 
change' either of native commodities on both 
fides, or of native commodities on one fide and 
of foreign goods on the other. Almoft all coun- 
tries exchange with one another partly native and 
partly foreign goods. That country , however , 
in whofe cargoes there is the greateft proportion 
of native , and the leaf! of foreign goods , will al- 
ways be the principal gainer. 

If it was not with tobacco and Eafl-India goods, 
but with gold and filver, that Engltuid paid for 
the commodities annually imported from France, 
the balance , in this cafe , would be fuppofed 
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tineven , commodities' not being paid for with 
commodities, but with gold and filver. The 
trade, however, would, in this cafe, as in th& 
foregoing, give fome revenue to the inhabitants 
of both countries, but more to thofe of France, 
than to thofe of England. It would give fome 
revenue to thofe of England. The capital which' 
had been employed in jM oducing tlie Englifh goods 
that purchafed this gold and filver, the capital 
which had been diftiibuted among, and given' 
tevenue to, certain inhabitants of England, would, 
thereby be replaced , and enabled to continue that 
employment. The whole capital of England would- 
no more be diminillied by this exportation of 
gold and filver, than by the exportation of an 
equal value of any other goods. On the contrary 
it would, in moft cafes, be augmented. No goods 
are fent abroad but thofe for which the demand it 
fuppofed to be greater abroad than at home, and 
ol which the returns confequently , it is expelled,' 
will be of more value at home than the commodi- 
ties e.\ported. If the tobacco which , in England 
is worth only a hundred thoufand pounds, when 
fent to France will purchafe wine which is, in Eng- 
land , worth a hundred and ten thoufand pounds , 
the exchange will augment the capital of England 
by ten thoufand pounds. If a hundred thoufand 
pounds of Englifli gold , in the fame manner, 
purchafe French wine, which, in England, is 
worth a hundred and ten thoufand, this exchange 
will equilly augment the capital of England by , 
ten thoufand pounds. As a merchant wlio has 
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a hundred and thoufand pounds worth of wine, 
in his cellar, is a richer man than he who has only; 
a hundred thoufand pounds worth of tobacco in, 
his.warehoufe, fo is he likewife a richer man than^ 
he who has only a . hundred thoufand poundSj 
worth of gold in his coffers. . He can put into? 
motion a greater ^quantity .of induAry , and give,, 
revenue , maintenance', . and employment to a 
greater, number of people than either of the other.- 
two.' But the capital of the country is equal to- 
the capitals of all its. different ‘inhabitants, and the, 
quantity of induAry which can be annually main- 
tained in it, is equal to what all thofe different. 
Capitals can maintain. Both the capital of the^ 
country, therefore, and the quantity of induAry. 
which; can be annually maintained in it, miiA ge-! 
nerally be augmented by this ^change. It would 
indeed , be more advantageous for England that it 
could purchafe the wines of France with its own 

hard-ware, and broad^cloth, than with either the 

* 

tobacco of Virginia , or the gold and filver of 
Brafil ,and Peru. A direfl foreign trade of con-, 
fumption;^ is> always more advantageous than a 
round-about one. But a round-about foreign trade, 
of confumption, which is ‘carried on with gold, 
and filver,, does not feem to be lefs advantageous; 
than any;0.ther equally round-about one. Neither, 
is a country which has no mines, more likely to be. 
exhauAed of gold and filver by this annual exporta- 
tion of ^ thofe. metals,. than one which does not 
grovy. tobacco, by the like annual exportation of 
that pl?u>t. As a country which has wherewithal; 
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to buy tobacco will never be longin want of it, fo 
neither will one be long in want of gold and lilver 
which has wherewithal to purchafe thofe metals. 

.It is a lofing trade, it is faid, which a work- 
man carries on with the alehoufe; and the trade 
which a manufaduring nation would naturally 
carry on with a wine country , may be conlidered 
as a trade of the fame nature. I anfwer , that 
the trade with the alehoufe is not neceflarily a 
lofing trade. In its own nature it is juft as ad- 
vantageous as any other , though , perhaps , fome- 
what more liable to be abufed. The employ- 
ment of a brewer, and even that of a retailer of 
fermented liquors , are as necelTary divifions of 
labor as any other. It will general! y^e more 
advantageous for a workman to buy of the 
brewer the quantity he has occafion for , than to 
brew it himfelf, and if he is a poor workman, it 
will generally be more advantageous for him to 
buy it , by. litde and little , of the retailer , tlian » 
large quantity of the brewer. He may no doubt 
buy too much of either, as he may of any other 
dealers in his neighbourhood, of the butcher,, if 
he is a glutton , or of the draper, if he affeflsto 
be a beau among his companions. It is advan- 
tageous to the great body of workmen , notwith- 
ftanding , that all thefe trades iliould be free, 
though this freedom may be abufed in all of 
them, and is more likely to be fo, perhaps, in 
fome than in others. Though individuals , be- 
fides, may fometimes ruin their fortunes by an 
cxcelTive confumptioa of fermented fiquors ^ there 
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feems to be no riik that a nation ffaould do fo.* 
Though in every country there are many people 
who fpend upon fuch liquor* more than they can 
afford, there are always many more who fpend 
lefs. It deferves to be remarked too, that, if we 
confult experience , the cheapnefs of wine feems to 
be a caufe, not of drunkennefs, but of fobriety. 
TJifc inhabitants of the wine countries are in ge- 
neral the fobereft people in Europe ; witnefs the 
Spaniards, the Italians, and the inhabitants of the 
foiUhern provinces of France. People are feldora 
guilty of excefs in what is their daily fare. No- 
body afPe£U the cliara£ier of liberality and good 
fellowlliip, by being profufe of a liquor which is 
as cheap as fmall beer. On the contrary , in the 
countries which , either from exceflive heat or cold , 
produce no grapes, and where wine confequently 
is dear and a rarity, drunkennefs is a common 
vice, as among the northern nations, and all thofe 
who live between the tropics, tlie negroes, for 
example , on the coaft of Guinea. When a French 
regiment comes from fome of the northern provin- 
ces of France , where wine is fomewhat dear , to 
be quartered in the fouthern, where it is very 
cheap , the i'uldiers , I have frequently heard it 
obferved , are at hrfl debauched by the cheapnefs 
and novelty of good wine ; but after a few months 
refidence , the greater part of them become as 
fober as the reft of the inhabitants. Were the 
duties upon foreign wines , and die excifes upon 
malt , beer , and ale , to be taken away all at once, 
ijt might, in the lame raanner, occafion in Great 
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Britain a pretty general and temporary drunk- 
cnnefs among the middling and inferior ranks of 
people, which would probably be fobn followed 
by a permanent and almoft univerfal fobriety. At 
prefent drunkennefs is by no means the vice of 
people offafliion, or of thofe who can eafily afford 
the moil expenfive liquors. A gentleman drunk 
with ale, has fcarce ever been feen among us, 
The reftraints upon the wine trade in Great Bri- 
tain , befides , do not fo muchfeem calculated to 
hinder the people from going , if I may fay fo, to 
the alehoufe, as from going where they can buy 
the belt and cheapeft liquor. They favor the wine 
trade of Portugal, and difcourage that of France; 
The Portuguefe, it is faid, indeed^ are bettet 
cuftomers for our tnanufailures than the French^ 
and fiiould therefore be encouraged in preference 
to them. As they give us their cuilom , it is pre- 
tended , we fhould give them Ours. The fneaking 
arts of underling tradefmen are thus erefled into 
political maxims for the conduct of a great empire : 
for it is the m%fl underling tradefVnen only who 
make it a rule to employ chiefly their own cuftom^ 
ersi A great trader purchafes his goods always 
where they are cheapeft and beft, without regard 
to any little intereft of this kind. v 

By fuch maxims as thefe, however, nationjs 
have been taught that their intereft confifted in 
beggaring all their neighbours. Each nation 
has been made to look with an invidious eye 
upon the profperity of all the nations with which 
it trades, and to confider tl\eir gain as its q\^h 
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lofs. Commerce, which ought naturally to 
among nations , as among individuals, a bond of 
union and friendfhip , has become the moft fertile 
fource of difeord and animofity. The capricious 
ambition of kings and minifters has .not, during 
the prefent and the preceding century, been 
more fatal to the repofe of Europe, than the im* 
pertinent jealoufy of merchants and manufaflurers. 
The violence and injuftice of the rulers of mankind 
is an ancient evil, for which , I am afraid the 
nature of human .affairs can fcarce admit of a 
remedy. But the mean rapacity, the monopolizing 
. fpirit of merchants and.manufaclurers, who neither 
are , nor ought to be , the rulers of mankind , 
though it cannot perhaps be correfled , may very 
eafily be prevented from difturbing the tranquillity 
jof any body but themfelves. ^ 

. That it was the fpirit of monopoly which ori- 
ginally both invented and propagated this doc- 
trine, cannot be doubted ; and they who firft taught 
it were by no means fuch fools as they who be- 
lieved it. In every country it always is and muft 
be the intereft of the great body of the people 
to buy whatever they want of thofe who fell.it 
. cheapeft. The propofition is fo very manifeft, 
i-tliat it feems ridiculous to take any pains to 
prove it;* nor could it ever have been called in 
' queftiqn , had not the interefted fbphiflry of merr 
chants and manufadfurers confounded the common 
fenfe of mankind. , Their intereft is, in this refpe^f, 
^direflly oppofite to that of the great body of the 
rp.^ople. .:As it '.h the intereft pf. tfie freemen 
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of a corporation to hinder the reft of the inha- 
bitants from employing any workmen but them- 
felves, fo it is the intereft of the merchants and 
manufadurers of every country to fecure to them- 
felves the monopoly of the home market. Hence 
in Great Britain, and in moft other European 
countries, the extraordinary duties upon almoft 
all goods imported by alien merchants. Hence the 
high duties and prohibitioifs upon all thofe foreign 
manufactures which can come into competition 
with our own. Hence too the extraordinary, 
reftraints upon the importation of almoft all forts 
of goods from thofe countries with which the 
balance of trade is fuppofed to be difadvantageous; 
that is , from thofe againft whom national animofity- 
happens to be moft violently inflamed. . f 

The wealth of a neighbouring nation , how- 
ever, though dangerous in war. and politics-, bisi 
certainly advantageous in trade. In a ftate of 
hoftility it may enable our enemies to rnaintatni 
fleets and armies fuperior to our own; but in- 
ftate of peace and commerce it^ muft -likewito 
enable them to exchange with us to a greateip 
value, and to afford a better market ,* either fblP 
the immediate, produce of our own induftry 
for whatever is purchafed with that produce.^ 
As a rich man is likely to be a better cuftomet- 
to the induftrious people in his neigh bodrhood-y 
than a poor, fo is likewife a rich natiorl.- A rich 
man, indeed, who is himfelf a mariufa6iufer , is a 
very dangerous neighbour to all thofb whd deal itt 
the lame way. All the reft of the. neighbourhood ^ 
W. Oj N. 2. 22 
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liowever, |iy far tlie greattft number, profit by 
the good market which his exptrife allords them. 
They even proht by his underfdling the poorer 
workmen who deal in tiie fame way with him. 
The manutadiirers of a rich nation , in the fame 
manner, may no doubt he very dangerous rivals 
to tholb of tiieir neighl'ours. 1 Iiis very com- 
petition , however, is advanrareous to the great 
body of the people, who profit greatly Lelults by 
the good market wjiich the great expenfe of Inch 
a nation aflords them in every otlier way. Piivate 
people who want to make a fornine, never tliinkof 
retiring. to the remote and poor provinces of tlie 
counrrw but refort either to the capital , ortofome 
of the great commercial towns. .They know, that, 
where little wealth circulates, there is little to be 
got , but that where a great deal is in motion , fome 
lliare of.it may fall to them. The fame maxims 
which would in . this manner direbf the common 
fpnfeofone, orteij, or twenty individuals, fliould * 
regulate the judgment of one, or ten , or twenty 
millions, and fliould make a whole nation regard 
the, richer of its neighbours, as a probable caufe 
and occafion for itfelfto acquire riches. A na- 
tion^ that would enrich itfelf by foreign trade, is 
certainly moll likely to do fo when its neighbours 
are all rich, indufttious, and commercial na- 
tions. A g-eat nation furrounded on all fides by 
wan ering favag-s and poor barbarians might, 
no I I bt, acquire riches by the cultivation of its 
own i. ids, an i by its own interior commerce, 
but not uj loitign trade. It feems to have been 
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in this manner that the ancient Egyptians and 
the moderrf Chinefe acquired their great wealth. 
The ancient figyptians, it is faid , neglei'^ed t’oi-. 
reign commerce, and the modern Chinefe, it is 
known, hold it in the utmoft contempt, and 
fcarce deign to afford it the decent prote£lion 
of the laws. The modern maxims of foreign- 
commerce, by aiming at the impoverifhmenT of 
all our neigiibours, fo far as they are capable of 
producing their intended ‘effedf, tend to render 
that very commerce infignificant and contemptible. 

It is in conftquerice of thefe maxims that the 
commerce between France and England has in 
both countries been fnbje^fed to lo many dif-, 
cOnragements and reflraints. If thofe twa counr 
tries , however , were to confider ^ their real in'-? 
terefl, without either mercantile jealoufy or na-> 
tional animofity, tlie commerce of France might 
be more advantageous to Great Britain than that 
of any 'dther'coumry, and for tlie fame realon 
that of Great Britain to France. xEraruie is the> 
neareft neighbour to Great Britain. ' ;Ln the. trade- 
between the Ibnthern coafl of England and the 
northern and north-wbflern coafts of France ^. the- 
re turns migl it be e.xpcdfed, in the fame maimer, 
as in the inland trade, four, 'five, or fix times iuV 
the year. The capital, therefore, employed in- 
this trade, could in each of the two 'countries 
keep in motion four, five, or fix times the qiian-* 
tity of induflry, and aftord employment and fub-'' 
fiftence to four, five, or fix times the number of 
people, which an equal. capital could do in tho 
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greater part of the other branches of foreign 
trade. Between the parts of France and Great 
Britain moll remote from one another, the re- 
turns might be expefled , at leaft, once in the 
year , and even this trade would fo far be at leaft 
equally advantageous as the greater part of the 
other branches of our foreign European trade. 
It would be, at leaft, three times more advan- 
tageous, tlian the boafted trade with our North 
American colonies , in which the returns were 
fcldom made in left than three years, frequently 
not in lefs than four or five years. France, be- 
fides , is fuppofed to contain twenty-four mil- 
lions of inhabitants. Our North American co- 
lonies w'ere never fuppofed to contain more than 
three millions : And France is a much richer 
country than North America; though , on account 
of the more unequal diftribution of riches , there 
is much more poverty and beggary in the one 
country, than in the other. France therefore 
could afford a market at leaft eight times more 
extenfive, and, on- account of the fuperior fre- 
quency of the returns, four- and- twenty times 
more. advantageous, than that which our North 
American colonies ever afforded. The trade of 
Great Britain would be juft as advantageous to 
France, and, in proportion to the wealth , popu- 
lation and proximity of the refpe£live countries, 
would have the fame fuperiority over that which 
Prance carries on with her own colonies. Such 
is the very great difference between that trade 
which the wifdom of both nations has thought 
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proper to difcourage , and that which it has 
favored the moA. ( 

But the very fame circumAances which would 
have rendered an open and free commerce be- 
tween the two countries fo advantageous to both , 
have occafioned the principal obAruilions to 
tliat commerce. Being neighbours , they are 
neceflariiy enemies, and the wealth and power 
of each becomes, upon that account, more for- 
midable to the other; and what would increafe 
the advantage of national friendlhip, ferves only 
to inAame the violence of national animofity. 
They are both rich and induArious nations ; and 
the merchants and manufacturers of each, dread 
the competition of the Atill and activity of thofe 
of the other.- Mercantile jealoufy is excited , 
and both inflames, and is itlelf inAamed , by the 
violence of national animofity : And the traders: 
of both countries have announced , with all the 
paifionate confidence of intereAed falAiood, the 
certain ruin of each , in confequence of that un- 
favorable balance of 'trade, which, they pre- 
tend, would be the infallible effecSl of an unre- 
Arained commerce vyith the other. 

There is no commercial country in Europe 
of which the approaching ruin has not frequently 
been foretold by the pretended doctors of this 
fyAem , from an unfavorable balance of trade. 
Alter all the anxiety, however, which they have 
excited about this, after all the vain attempts of 
almoA all trading nations to turn that balance in 
their own favor and again A their neighbours,. 
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it does not appear that a?iy one nation in Enrope 
]ias been in any refped impoverifhed by this 
caufe. Every town and country, on the con- 
trary, in proportion as they have opened their 
ports* to all nations, inftead of bping mined by 
this free -trade, as the principles of the com- 
mercial fyflem would lead us to expedf , have 
been enriched by it. Though there are in Eu- 
rope, indeed , a few towns which in fome refpe<5fs 
deferve the name of free ports, there is no coun- 
try which does fo. Holland , perhaps , ap- 
proaches the neareft to this chara^ler of any, 
though flill very remote from it; and Holland," 
it is acknowledged , not only derives' its whole 
wealth , but a great part of its neceflary fubfift- 
ence, from foreign trade. > 

There is another balance, indeed, which has 
already been explained , very different from the 
balance of trade, and'which, according as it hap- 
pens to be' either favorable or unfavoraWe, 
neceffarily occafions the profperity or decay of 
every nation. This is thedaalance of the annual 
produce and confumption.' If the exchiingeable 
value of the annual produce, it has already been 
obferved ,' exceeds that of the anntial confump- 
tion , ‘the capital of the fociety muft annually 
increafe in proportion to this excefs. The fo- 
ciety in this cafe lives within its revenue , and 
what is annually faved out of its revenue, is na- 
turally added to its capital , and employed fo as 
to increafe ftill further the annual produce. If 
the exchangeable value of the annual produce , 
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on the contrary , fall fhort of the annual con- 
(iimption , the capital of the fociety mull annually 
decay.in proportion to this deficiency. .The expenfe 
of the lociet^in this cafie exceeds its revenue, and 
neceilarily encroaches upon its capital. Its capital , 
therefore, mufl neceflarily decay , and, together 
u'ith it, the exchangeable value of the annual 
produce of its induftry. 

This balance of produce and confumption is 
entirely different from, what is called, the ba- 
lance of trade. It might take place in a nation 
which had no. foreign traded but which was en- 
tirely feparated from all the world. It may take 
place in tlie whole globe of the earth , of which 
the wealth , 'population , and improvement may 
be either gradually increafmg or gradually de- 
caying. . * 

'I he balance of produce and confumption 
may be conftanrly in favor of a nation, though 
W’hat is called the balance of trade be generally 
again ft it. A nation may import to a greater 
value than it exports for half a century, perhaps, 
together; the gold and filver which comes into 
it during all this time may be all immediately 
fent out of it; its circulating coin may gradually 
decay, dillerent forts of paper money being fub- 
ftituted in its place, and even the debts too which 
it contrads in the principal nations with wliom 
it deals, may be gradually increafmg; and yet 
its real >vealth , the exchangeable value of the 
annual produce of its lands and labor, may, 
during the fame period , have been iucreafing in 
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a much greater proportion. The ftate of our 

North American colonies, and of the trade* 

. . . . 

which they carried on with Great Britain, before 

the commencement of the prefent dillurbances**, 

may ferve as a proof that this is by no means an 

• impolTible fuppofition. 

% 

^ This paragraph was written in the year 1775. 

•f « 



END OF THE SECOND VOLUME. 
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